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FINANCIAL HIGHLIGHTS 


—— ts 


($ millions, except per share amounts) 1996 1995 1994 
Revenues 28,167 24,624 21,670 
Net earnings 1,152 782 1,178 
Net earnings applicable to common shares 1,076 695 1,086 
Earnings per common share 3.40 223 Gpey4 
Operating cash flow per common share* 14.73 12.09 2272 
EBITDAt 7,119 6,026 5,681 
Return on average common equity (%) 10.6 1D Lal 
* After payment of preferred dividends 
t Earnings before interest, taxes, depreciation and amortization 
| REVENUES CONTRIBUTIONS TO | INVESTMENTS 
BCE NET EARNINGS AT EQUITY 
Nortel orporate 
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Corporate ortel International 
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SHAREHOLDERS’ TOTAL RETURN 
The compound annual return on BCE common shares 
during the five-year period ending December 31, 1996, 
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DIVIDENDS PAID 


assuming reinvestment of all dividends, was 12.7% com- 
pared to a 13.9% return on the Toronto Stock Exchange 300. 
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The quarterly dividend of $0.68 has been in effect since 
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PRICE RANGE OF COMMON SHARES 
1996 1999 

High Low Close High Low Close 
Toronto Stock Exchange (S) 68.95 47 65.30 47% 41% A7T% 
NYSE Consolidated tape (SUS) 50% 34%, 47% 35 29 344% 


In 1996, the TSE moved from fractional price measurement to decimal format. 
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THROUGH A UNIQUE BLEND OF PEOPLE, 
TECHNOLOGY AND SOLUTIONS BCE OFFERS 
INNOVATIVE AND HIGHLY RELIABLE 
TELECOMMUNICATIONS SERVICES. IT IS 
THESE CAPABILITIES ALONG WITH AN 
UNBENDING DEDICATION TO SERVING OUR 
CUSTOMERS THAT DROVE OUR SUCCESS 

IN 1996, AND ALLOWS US TO CONTINUE 
BUILDING FOR THE FUTURE. 


The year 1996 marked a successful recov- 
ery at BCE with improved results in all 
operating areas. [he company reported 
net earnings of $1.152 billion, an increase 
of 47.3 per cent over 1995 earnings of 
$782 million. Revenues reached a record 
$28.2 billion, a 14.4 per cent increase over 
the $24.6 billion recorded in 1995. 

Return on common equity (ROE) 
was 10.6 per cent in 1996 compared with 
7.0 per cent the previous year. Despite this 
significant improvement, return on equity 
is still not adequate to sustain the company’s 
growth. We will continue to work to move 
ROE to a 12 to 15 per cent range. 

With respect to our operating com- 
panies, Bell Canada (excluding directory 
operations) posted earnings applicable to 
common shares of $663 million, slightly 
above the target for the second year of its 
three-year business transformation pro- 


MESSAGE TO SHAREHOLDERS 


gram. Nortel contributed $435 million to BCE earnings, up by 
30.2 per cent over 1995, paced by record revenues. Continued 
strong growth in cellular subscribers, added to a loyal customer 
base, helped BCE Mobile achieve a contribution of $40 million 
to earnings. Our directories group, with activities both in 
Canada and abroad, contributed $56 million. Bell Canada 
International (BCI), while continuing to invest in high-potential 
markets in Asia and Latin America, made a $10 million contribu- 
tion for the year, the result of gains associated with investments 
in the U.K. and New Zealand. 

At the meeting of the Board of Directors on January 27, 
1997, a two-for-one split of common shares was proposed. At 
that time, the share price had increased 54.9 per cent during the 
previous 18 months. The company believes the split will make 
the stock more affordable to individual investors. 

The stock split will be voted on by shareholders at the 
company’s annual meeting on April 30 in Montreal. For addi- 
tional information, please refer to the company’s Management 
Proxy Circular. 

More detailed financial information, including year- 


over-year comparisons, is found beginning on page 21. 


BELL TRANSFORMATION PROGRAM 

Bell Canada successfully completed the second year of its three- 
year plan which was launched in 1995 to transform the compa- 
ny into a more customer-focused, competitive organization. 

Despite an extremely competitive marketplace, Bell 
achieved its earnings objectives for 1996 and its staff reduction 
program is developing as expected. We believe that Bell Canada 
has set a standard in assisting departing employees through its 
unique “Career Crossroads” program through which many have 
found new jobs. 

Bell's return on common equity in 1996 was 9.8 per cent, 
up from 6.7 per cent the previous year, but still well short of 
acceptable profitability. The financial goal of Bell Canada is to 
ultimately return to historic levels of performance. 


REGULATORY DEVELOPMENTS 

Bell's regulator, the Canadian Radio-television and 
Telecommunications Commission (CRTC), continues to work 
towards the evolution of a fully competitive telecommunications 
environment in Canada. There are still several areas — such as 
the full deregulation of long distance services and the right to 
bundle cellular phone services with wireline telephony — where 
Bell Canada and its Stentor partners do not believe that regula- 
tory changes are keeping pace with market developments. 

Such restrictions are counterproductive since they impede 
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Bell's ability to respond to the demands 
of the marketplace and delay the deploy- 
ment of new solutions to fuel leading- 
edge telecommunications development 
in Canada. 

Decisions are pending in 1997 on 
several important regulatory proceedings 
conducted by the CRTC in 1996 — includ- 
ing hearings on the introduction of compe- 
tition in local telephone service, and on the 
implementation of local service “price caps", 
scheduled to take effect in 1998. The 
impending price cap regime will fundamen- 
tally change the regulation of local service 
from the traditional rate of return basis to a 
method in which the average price of a bas- 
ket of services is subject to an upper limit or 
“cap” that will be reduced over time. Unlike 
rate of return regulation, price caps are 
designed to imitate a competitive market- 
place by controlling prices, not profits. The 
system can potentially work to the advan- 


tage of companies that are able to continual- 


ly boost efficiency and overall performance. 


PEOPLE, TECHNOLOGY, SOLUTIONS 

Through its employees in Canada and around the world, the 
BCE group of companies is blessed with people who have out- 
standing skills and knowledge. It is that wealth of know-how 
that transforms the potential of technology into practical solu- 
tions for our customers. Some examples: 

¢ At Bell Canada, specialists in engineering and product 
development are working on a number of trials with selected 
customers that will help define the telecommunications solu- 
tions of the future. These include proposed trials in Repentigny, 
Quebec, and London, Ontario, where Bell plans to test packages 
of services that include cable TV, telephone and video-on- 
demand such as movies and educational services, all delivered 
over a state-of-the-art network that is a hybrid of fibre optic and 
coaxial cable. These trials are subject to approval by the CRTC 
which held a public hearing on the issue in February, 1997. 

In two other communities, Saint-Bruno, Quebec, and 
Kanata, Ontario, Bell customers are likewise testing a new tech- 
nology that turns a simple telephone wire into a high-speed 
access ramp onto the information highway. The technology, 
known as Asymmetric Digital Subscriber Line (ADSL), will 
begin to be commercially available later in 1997 and will pro- 
vide access to the Internet at speeds 50 to 100 times faster than 
conventional telephone modems. 

e Building on its commitment to research and develop- 
ment, Nortel has vaulted into the ranks of world leadership in 
the provision of wireless telephone networks. For example, the 
proportion of Nortel's revenues accounted for by wireless sales 
has jumped from 3 per cent in 1992 to 19 per cent in 1996. 
Nortel customers include many of the leading telecom operators 
in the United States, Latin America, Europe and Asia. 

e BCE Mobile, along with its sister companies in Mobility 
Canada, is committed to market leadership in mobile communi- 
cations, undoubtedly one of the most promising sectors in our 
industry. BCE Mobile is readying its new digital personal 
communications services (PCS) network to begin service in 
1997. Mobile's customers will be able to have the best of both 
worlds with the option of new “dual mode” phones that will 
allow subscribers to access both PCS services and Mobile's very 
extensive cellular network. 

¢ TMI Communications launched a satellite in 1996 that 
permits a number of new mobile voice and data services directed 
primarily to areas that are not served by the cellular telephone 
network. 

¢ Tele-Direct is seeking new advertising opportunities 
for its customers by developing the electronic services of the 


future that will use the Internet and other multimedia paths to 
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communicate with consumers. For example, 
Tele-Direct's site on the World Wide Web 
will feature links that with a “mouse click" 
deliver potential customers to the web sites 
of Yellow Pages directory advertisers. 

¢ BCI is building on the resources, the 
expertise and the reputation of the BCE 
group of companies to apply unique lever- 
age to investment opportunities in develop- 
ing markets such as China, India, Colombia 
and Brazil. In 1996, BCI's joint venture in 
India launched wireless service in the State 
of Andhra Pradesh. And Comcel, BCI's cel- 
lular affiliate in Colombia, established itself 
as the market leader attracting 166,000 cus- 
tomers in its first 30 months of operation. 

It is these three ingredients — 
people, technology and solutions — that 
form the basis for our success and the 
foundation from which we can build share- 
holder value and continue to invest in 
our future. 


INVESTING IN CANADA 

BCE is an important contributor to both 
the economy and society in Canada and 
abroad. The BCE group of companies 
employs some 121,000 people worldwide 
with assets exceeding $41 billion and annu- 
al revenues of more than $28 billion. 

In Canada, we employ 73,000 peo- 
ple and have revenues of $12.4 billion. The 
annual tax bill of the BCE group of compa- 
nies is $1.5 billion, and our payroll totals 
$4 billion annually. 


THE COMPANIES IN THE BCE GROUP — MOST 
NOTABLY NORTEL — SPENT MORE THAN 

$2.5 BILLION IN 1996 ON RESEARCH AND 
DEVELOPMENT, THE MAJORITY OF WHICH IS 
SPENT IN CANADA AND THE UNITED STATES. 


If Canada is to continue to enjoy the benefits of a world- 
class telecommunications network, all industry participants must 
likewise be committed to invest in the facilities of the future 
together with the research and development on which new and 
more efficient services depend. 

For our operating companies, investing in Canada also 
means supporting our communities and social organizations 
through charitable donations. In 1996, our companies together 
contributed $25 million through corporate donations, sponsor- 
ship of special events and educational endeavours. 


CORPORATE GOVERNANCE 
During 1996, there were two changes on the company’s Board 
of Directors. 

The Honourable Donald J. Johnston left the board in 
1996 to accept the position of secretary-general of the 
Organization for Economic and Cooperative Development in 
Paris. He had been a member of the board since 1989 and his 
contribution has been greatly appreciated. Mr. Johnston was 
replaced on the board by Ronald W. Osborne, the president of 
the corporation. 

In the company's Management Proxy Circular, you will 
find a detailed corporate governance section which deals with 
the composition, independence and mandate of the Board of 
Directors and also reviews the roles and responsibilities of the 
various committees of the board. 

BCE continues to lead in adopting effective practices in 
selecting, compensating and discharging the responsibilities of 
the board in order to attain the highest standards of corporate 
governance. 


HUMAN RESOURCES 
Operating in such a competitive and dynamic industry as 
telecommunications requires the BCE group of companies to 
attract and retain the most highly skilled individuals. As a strate- 
gic management company, we must build teams of employees 
that are a match for those found anywhere else in the industry. 
There were some notable changes at the officer level 
of the company during 1996. William D. Anderson, formerly 
chief financial officer of Bell Cablemedia in the United 
Kingdom, has returned to BCE as senior vice-president, finance. 
Mr. Anderson was vice-president, taxation at BCE prior to his 
move to the United Kingdom. 


Siim Vanaselja, previously vice- 
president, taxation at BCE, was appointed 
executive vice-president and chief financial 
officer at Bell Canada International. 

Francine Osborne was appointed 
vice-president, communications of the 
corporation. Ms. Osborne was formerly 
vice-president of communications at Pratt & 
Whitney Canada and had a distinguished 


career in journalism. 


LOOKING AHEAD 

Telecommunications has emerged as per- 
haps the world’s most dynamic and exciting 
industry. This transformation is all the more 
remarkable in view of the industry's past — a 
great legacy of engineering achievement 
and service dependability, but characterized 
nevertheless by the predictable momentum 
of monopoly. 

Those days are over. And while 
important parts of our business are still 
under the yoke of traditional regulation, the 
transformation to largely unbridled compe- 
tition is already well advanced. 

Now that telecommunications has 
fully embraced the digital age and become 
united with the technology of the micro- 
chip, the potential for new capabilities and 
vastly increased productivity is unlimited. 

At the same time, the potent new 
combination of technology and competition 
has brought the customer's interests front 
and centre. The companies in the BCE 
group have responded by assembling skills 
and shaping new strategies that are sharply 
focused on the marketplace. 


Looking ahead, the principal challenge facing BCE is to 
understand and successfully manage the tremendous change that 
will continue to buffet our industry for as long as one can fore- 
see. Since no one can possibly predict the future course of tech- 
nology, of competition, or of customer tastes, the objective must 
be to build a company that has the inherent capability to inno- 
vate — to change and adapt to the unexpected, whether an unan- 
ticipated opportunity or challenge. 

For BCE's shareholders, employees and customers alike, 
the new era of telecommunications will be less certain than in 
the past, but we must continue to strive to ensure that it will be 
more rewarding. 
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WHAT ARE THE IMPLICATIONS 
OF LOCAL TELEPHONE SERVICE 
COMPETITION FOR BELL CANADA? 


We're waiting for the regulator to decide on 
the rules for local competition and there- 
fore can only speculate. We do know that 
the introduction of competition is always 
toughest on the incumbent. But Bell sur- 
prised many people with the speed and 
vigor it showed when responding to long 
distance competition, and I think you'll see 
a similar performance in the local market. 
Bell's marketing capabilities and its compet- 
itive abilities are not in question. What 
would be troublesome is if the competitive 
rules were to penalize Bell to the benefit of 
new players as has been the case in the long 
distance market. For example, Bell is 
required by law to provide local service vir- 
tually everywhere, often at a loss, while the 
new players may choose to provide service 
only in densely populated areas where costs 
are lower and profits are attractive. Over 
the years, Bell has also invested many bil- 
lions of dollars in network facilities and it 
would be unfair if competitors who were 
not prepared to make their own invest- 
ments in new facilities were nevertheless 
given mandatory access to Bell's network 
on less than compensatory terms. 

Overall, however, we welcome 
local service competition and expect that 
the government will follow through on its 
promise of reciprocity, allowing the tele- 
phone companies to enter non-traditional 
lines of business such as cable television 
and interactive services. Competition of 
this nature promises to benefit the cus- 
tomer. And what's good for the customer 
is ultimately good for our employees and 
shareholders, and for the strength of the 
industry as a whole. 


QUESTIONS AND ANSWERS 
| L.R. WILSON ADDRESSES SOME OF THE KEY ISSUES FACING THE INDUSTRY 


THE CONCEPT OF THE INFORMATION HIGHWAY HAS 
BEEN AROUND FOR A COUPLE OF YEARS, BUT THERE 
HAVE BEEN FEW MAJOR DEVELOPMENTS. WHAT’S 
YOUR VIEW OF THE CURRENT SITUATION? 


There is no question our telecommunications network is gradu- 
ally moving from carrying primarily voice to carrying multi- 
media. However, the information highway as it was envisioned 
several years ago with such fanfare is still a ways off. Keep in 
mind that when many of these visions were put forward, the 
Internet didn't have the tremendous penetration and growth 
curve it now enjoys. The rise of the World Wide Web has 
thrown us all a new twist. Everyone is wondering how to make 
money from new services and investments in the Internet. At the 
same time, everyone is also climbing on the bandwagon to avoid 
being left behind. 

Time will tell how the Internet evolves into the broad- 
band information highway. But the first phase is already well- 
launched since 20 per cent of Canadians are Internet users to 
varying degrees. BCE companies have to be leaders in the devel- 
opment of this revolutionary new medium. For example, Bell's 
Internet access service Sympatico is now the most popular in the 
country. | think the next two to three years will be critical in 
terms of deciding who's going to pay for the construction of the 
information highway, who's going to use it, and how profits will 
be made. 


| BCE IN CANADA: FACTS AND FIGURES 


e Revenues $12.4 billion 
e Capital expenditures $2.5 billion 
¢ R&D expenditures $1.1 billion 
e Total taxes paid — $1.5 billion 


e Number of shareholders 350,000 (app.) 
° Total dividends paid to 


common shareholders $741 million 
e Donations, educational 

and other sponsorships $25 million 
¢ Employees 73,000 
e Pensioners 32,000 


All figures are for the year 1996, Canada only. 


THE GLOBAL TELECOMMUNICATIONS MARKET IS 
EXPANDING AT AN ASTOUNDING RATE. HOW ARE 
BCE COMPANIES BENEFITING FROM IT? 


A quick look at Nortel's financials tells volumes on that issue. 
With record revenues and orders, Nortel is riding the crest of 
the wave when it comes to the expanding telecom market. Ina 
matter of a few years, Nortel has redefined its marketplace, 
evolving from primarily serving Canada to aggressively serving 
the world. Today, 37 per cent of Nortel's sales are outside 
Canada and the United States. It has been a dramatic transfor- 
mation that has thrust the company into the global spotlight. 

Our other major accomplishment on the world stage has 
been the growth in Bell Canada International's portfolio of 
investments — increasing from around $10 million in 1989 to 
more than $2 billion today. Many are in countries which have 
exceptional potential for growth, such as China, India, Brazil 
and Colombia. Our cellular subsidiary operating in the eastern 
region of Colombia, for example, has grown from a standing 
start to 166,000 customers in just 30 months. BCI’s success has 
been driven by an effective investment strategy coupled with 
the ability to leverage the strengths — people, technology and 
solutions — found within the BCE family. 


MANY VIEW WIRELESS AS HAVING THE GREATEST 
GROWTH POTENTIAL IN THE INDUSTRY. AGAIN, HOW 
ARE THE BCE COMPANIES POSITIONED? 


We believe that wireless will continue to be a major growth 
component for the industry. Let me deal first with Nortel which 
in 1996 received 19 per cent of its revenues from its portfolio of 
wireless products, compared with only 3 per cent in 1992. 
Nortel's reputation for technological excellence has made its 
wireless products the choice of customers worldwide. 

Closer to home, Bell Mobility is moving its cellular 
service from an analog to a digital platform which will permit 
better voice quality, new services to be introduced, and call pri- 
vacy to be better protected. Part of this digital transformation 
includes ambitious plans for the introduction of personal com- 
munications services (PCS) in Quebec and Ontario, as well as 
across Canada, through its Mobility Canada partners. Growth 


of wireless is driven by customers’ demands for convenient, cost- 


effective, anytime, anywhere communications. And we will see 
that trend continue as we move into new areas such as wireless 
data, advanced satellite-based telephone systems and Direct- 
To-Home (DTH) TV services, spearheaded by BCE companies, 
including Telésat, TMI and ExpressVu. 


CONVERGENCE IS YET ANOTHER TERM WE HEAR A GREAT 
DEAL ABOUT. EXACTLY WHAT DOES IT MEAN AND HOW 
DoES BCE FIT IN? 


In simplest terms, convergence means getting television signals 
and interactive services from your phone company and getting 
telephone service from your cable company. Now that all forms 
of transmitted information are being converted to a common 
digital format, industries such as telephony and cable television 
that used very different technologies in the past are “converg- 
ing’. The barriers between them are about to fall and new forms 
of competition will be able to occur. 

For BCE, convergence carries the promise of taking 
us well beyond traditional lines of business — into interactive 
services for the home and office, broadcast services and content 
creation and management. We are already active in a number 
of new areas. Bell Canada is proposing residential trials for 
London, Ontario, and Repentigny, Quebec, that will test 
cable-based interactive and entertainment services. Through 
ExpressVu, BCE will participate in an important part of the 
broadcast industry when DTH services are launched nationwide 
later this year. And finally, BCE expanded its investment in the 
content business with the purchase of equity in Sun Media and 
its Internet service known as CANOE. This will add new capa- 
bility in addition to BCE's existing investment in MediaLinx 
and the Sympatico Internet service. 

That broad-spectrum approach, in keeping with the 
diverse nature of our telecom operations, positions us extremely 


well for the future. 


OuR GROUP OF COMPANIES 


Our Grour oF COMPANIES _____ 


CANADIAN TELECOMMUNICATIONS 


BELL CANADA INTERNATIONAL 


DIRECTORIES 


NORTHERN TELECOM 


WIRELINE 


WIRELESS 


BCE Mose 
Communications INC. 
oo 65.3% 


BELL CANADA 


| 100% 


Bell Sygma Inc. Bell Mobility companies 

| 100% | 100% 
MediaLinx Interactive, Iridium Canada Inc. 
Limited Partnership A8% 


75.4% | 
SATELLITE 


TELESAT CANADA 
TT 58.7%" 


NORTHERN TELEPHONE 
LIMITED 


TMI Communications 
AND CompPAaNY, LIMITED 
PARTNERSHIP 


MULTIMEDIA 


ExpREssvu INC. 
| 39.5%" 


NewTel Communications 
Inc. 
100% 


BruNCcoR INc. 


The New Brunswick 
Telephone Company, 
Limited 

100% 
Maritime TELEGRAPH AND 
TELEPHONE COMPANY, 
LimiteD 


35.5%"! 


The Island Telephone 
Company Limited 
52% 


TELEGLOBE INC. 
124.3%" 


BELL CANADA 
INTERNATIONAL INC. 
_— 100% 


WIRELINE 


Mercury Communications 
Limited (United Kingdom) 
15%" 


CABLE TV & TELECOM 


Bell Cablemedia plc 
(United Kingdom) 
32.5%!) 


Jones Intercable, Inc. 
(U.S.A.) 
30.6%" 


Canbras TVA Cabo Ltda. 
(Brazil) 


Tata Teleservices (India)" 


WIRELESS & TELECOM 


Comunicacion Celular 
Comcel S.A. (Colombia) 
51.1% 


Tata Communications 
(India) 
39% 


Yantai Bell (China) 
40.8%” 


Shandong Hehua 
Bell (China) 
39.8% 


Astel Tokyo 
Corporation (Japan) 


1% 


 Tete-Direct 
_ (PuBLicaTIONs) INC. 
. SO 100% 


Teve-DiRECT 
(Services) Inc. 
~ (Canapa) — 


Pacific Access 
Pty. Ltd. (Australia) 
12.2% 


Telecom Directories 
Limited (Hong Kong) 
49% 


Al Wahda-Express 
(United Arab Emirates) 
35% 


Tele-Gulf Directory 
Publications (Bahrain) 
59% 


Egypt Yellow Pages 
Limited 
47% 


The Directories Co. for 
Advertising & Publicity 
Ltd. (Jordan) 

60% 


Caribbean Publishing 
Company 

(Cayman Islands) 

96% 


Northern Telecom Inc. 
(U.S.A.) 
100% 


Nortel Limited 
(United Kingdom) 
100% 


Nortel CALA Inc. 
(Caribbean and Latin 
America) 

100% 


Northern Telecom (Asia) 
Limited (Hong Kong) 
100% 


Nortel Europe S.A. 
(France) 


Ownership percentages displayed 
are as of February 21, 1997 
unless otherwise noted. 

Certain entities are held indirectly 
through one or more subsidiaries 
which are not shown here. 

(1) As of July 1, 1996. 

(2) BCE, under a provincial statute, 
can vote only 1,000 shares of 
Maritime Telegraph and Telephone. 
Percentages shown are on a 
fully diluted basis. 

(4) BCE has only a 26.1% voting 
interest in Telesat Canada. 

(5) An additional 46.8% is being held 
by a trustee pending the approval of 
the CRTC on its transfer to BCE. 

(6) As of January 17, 1997. 

(7) To be merged into new company, 
Cable and Wireless Communications. 
BCI will have a 14.2% interest. 

(8) As of January 1, 1997. 

(9) Ultimate percentage depends on 
amount and time of conversion 
of debentures. 

(10) BCI has commitments to acquire 
39% upon awarding of a wireline 
licence. 


OuR PRINCIPAL SUBSIDIARIES’ PROFILES 


“ 


BELL CANADA 


NORTHERN 
TELECOM 


BCE MOBILE 


BELL CANADA 
INTERNATIONAL 


TELE-DIRECT 


Bell Canada is Canada’s largest supplier of telecommunications 
services. With one of the world’s most robust and reliable public 
switched networks, Bell provides advanced voice, data and image 
communications to more than seven million business and residential 
customers in Ontario and Quebec. One hundred per cent of Bell’s long 
distance network is served by digital switches, as are 97 per cent of 
its local service lines. 


Nortel (Northern Telecom) is a leading global provider of communica- 
tions solutions. Nortel is working closely with customers worldwide to 
create “A World of Networks” that offers a wealth of new networking 
possibilities to public carriers and businesses globally. Nortel offers 
a broad portfolio of solutions for designing, building, and integrating 
telecommunications networks — for communication, information, 
entertainment, education and commerce. 


BCE Mobile Communications Inc. is Canada’s most experienced full- 
service wireless telecommunications company. Through subsidiaries 
which operate under the Bell Mobility banner, it provides cellular and 
paging services in Ontario and Quebec and nationally through its parti- 
cipation in Mobility Canada. BCE Mobile also provides mobile packet 
data service, airline passenger and satellite communications services, 
and is involved in the sale of cellular hardware and private radio sys- 
tems. BCE Mobile will test its digital personal communications services 
(PCS) in Ottawa in the spring of 1997 and expects to begin offering ser- 
vice in Ottawa, Toronto and Montreal in the summer and in Quebec City 
in the fall. 


BCI is BCE’s primary vehicle for investment in network operations 
outside Canada, with a mandate to expand and diversify BCE’s global 
presence by leveraging the strengths and skills of the BCE group in 
promising foreign ventures. With a 1996 investment base exceeding 
S2 billion, BCI owns significant interests in wireline, cablephone and 
wireless operations in the United Kingdom, United States, Colombia, 
Brazil, China and India. 


Tele-Direct is one of the world’s leading directory publishers. 

The company sells, markets and publishes alphabetical pages and 
Yellow Pages directories for communities in Ontario and Quebec served 
by Bell Canada, and provides similar services for other telephone 
companies in Atlantic Canada, Ontario, Quebec and the Northwest 
Territories. The company publishes directories in the United Arab 
Emirates, Bahrain, Oman, Jordan, Qatar, Egypt, the Caribbean and 
Hong Kong. In addition, the company uses emerging technologies such 
as CD-ROMs and the Internet to provide new innovative advertising and 
marketing services that connect buyers with sellers. 
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As of December 31, 1996 
Number of employees 
Total assets 
Network access services 
Conversation minutes carried 
in 1996 
Current market share 
long distance 
local access market 


As of December 31, 1996 
Number of employees (consolidated) 
Countries or territories with 
Nortel presence 
Geographic sources of revenues 
United States 
Europe 
Canada 
Other markets 


As of December 31, 1996 
Number of employees 

Cellular subscribers 

Revenue per subscriber (per month) 
Pagers in service 

Revenue per pager (per month) 


As of December 31, 1996 
Number of employees 
Mercury conversation minutes 
Bell Cablemedia 
CATV subscribers 
Residential subscribers 
Business lines 
Jones Intercable 
Subscribers (owned) 
Subscribers (managed) 
Comcel subscribers 
Brazil/China/India subscribers 


As of December 31, 1996 

Number of employees 

Number of directories published 
annually 

Number of Canadian advertisers 


44,895 
$19 billion 
10.3 million 


10.1 billion 


69% 
100% 


67,584 
150 


$9.3 billion 
$4.1 billion 
$1.7 billion 
$2.4 billion 


2,681 
1,044,000 
$67 
396,000 
Si7 


690 
15.3 billion 


315,000 
292,000 
41,000 


585,000 
865,000 
166,000 

14,000 


2,600 


156 
317,000 


1996 IN REVIEW 


| FINANCIAL HIGHLIGHTS OPERATIONAL HIGHLIGHTS 
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Bell 


NORTEL 


NORTHERN TELECOM 


BCE M@BILE 


=8— BELL CANADA 
== INTERNATIONAL 


TELE-WIRECT 


[PUBLICATIONS] INC. 
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($ millions, except per share amounts) 1996 
Consolidated revenues 8,700 
Consolidated net income applicable 

to common shares 714 
% return on average common edquity 9.8 
Consolidated operating cash flow 2,757 
Consolidated free cash flow 204 
Telecommunications contribution to 

BCE earnings per share 2.10 
($ millions, except per share amounts) 1996 
Revenues 17,511 
R&D investment 2,471 
Operating cash flow 1,417 
Contribution to 

BCE earnings per share 1.37 
($ millions, except per share amounts ) 1996 
Revenues 926 
Operating cash flow 236 
Net income 64 
Contribution to 

BCE earnings per share 0.13 
($ millions, except per share amounts ) 1996 
Revenues 221 
Investment base 2,051 


Proportionate share of EBITDA in 
underlying operations 333 
Contribution to 


BCE earnings per share 0.03 
($ millions, except per share amounts) 1996 
Revenues 556 
Operating cash flow 66 
Contribution to 

BCE earnings per share 0.18 
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1999 


14,626 
2,165 
1,142 


1.07 


1999 


781 
213 
51 


0.10 


1995 


223 
2,078 


252 


(0.21) 


WES) 


570 
28) 


0.16 


¢ Earnings growth of 42% to $714 million. 
e Revenue growth of 6%, as compared to the 1-2% annual 


growth rates realized in the previous five years. 

Bell's first general rate increase in 13 years. 

In spite of continued line growth, operating expenses 
(excluding depreciation and amortization) decreased due 
mostly to streamlining of operations, as a result of business 
transformation initiatives. 

Achieved positive free cash flow for the first time in over 

50 years. 


Revenues increased by 20% to $17.5 billion. 

Order input increased by 28% to $19.3 billion. 

Net earnings applicable to common shares were 

$844 million or $3.27 per share. 

Revenues from customers outside the United States and 
Canada accounted for 37% of total consolidated revenues. 
Research and development expenses increased to 

$2.5 billion or 14.1% of revenues, primarily driven by 
increased investments in the wireless, enterprise, and 
broadband network portfolios. 


Revenues increased by 19% during the year to $926 million 
compared with $781 million in 1995. 

Net income increased to $64 million in 1996 compared with 
$51 million in 1995. Included in 1996 figures are gains on the 
sale of investments in Clearnet Communications Inc. and 
Teletech Financial Corporation totalling $55 million, substan- 
tially offset by special charges totalling $51 million. Net 
income before non-recurring items was $60 million. 


Agreement to form new, integrated UK service provider, 
Cable and Wireless Communications. (Transaction expected 
to be completed in spring of 1997.) 

Continuing rapid growth in Colombian cellular subscribers. 
CATV and cellular networks launched in Brazil, China and India. 
Expansion of Chinese cellular venture in partnership with three 
associated companies of American International Group, A.I.G. 


Operating cash flow of $66 million increased by 20%. 
Contribution to BCE earnings of $56 million increased 
by 12% over the prior year. 
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MARKET OVERVIEW 


The long distance market continued to grow in 1996. 
However, Bell's market share fell to 69%, reflecting con- 
tinued intense competition and the increased presence 
of strong North American brands in our market. 
Regulatory proceedings commenced in 1996 to deter- 
mine the terms and conditions of local service competi- 
tion with decisions expected in 1997. 

Bell entered the Internet market with its Sympatico ser- 
vice while offering new electronic commerce applica- 
tions such as banking using screen-based phones. _ 
Federal policy on convergence, released in August 
1996, signals new opportunities for telecom companies 
to enter markets formerly restricted to broadcasters 
and vice versa. 


Accelerating globalization of the telecommunications 
marketplace. 

Convergence of technologies, comprehensive regula- 
tory changes and privatization outside North America 
are resulting in a dramatic evolution of the telecom 
industry. 

Significant growth opportunities exist in deregulating 
and emerging economies and in new technologies 
such as wireless and data (e.g., the Internet). 
Competition is intensifying in response to the new 
opportunities arising from the U.S. Telecom Act 1996 
and the rapid growth of the Internet. 


Emerging wireless technologies such as PCS and 
enhanced specialized mobile radio (ESMR) are expected 
to increase the level of competition in the Canadian 
wireless industry. 

BCE Mobile believes that the development of significant 
competition from new wireless service providers offering 
PCS or ESMR services is dependent upon their ability to 
successfully fund and build networks capable of offering 
service which is comparable in functionality and value to 
the services offered by BCE Mobile’s businesses. 


Creation of Cable and Wireless Communications will be 
a major milestone in the dynamic UK market. 
Promising growth opportunities continue to emerge in 
key markets. 


Canadian consumers are more sophisticated today; 
they are quality and value-conscious. 

Advertisers want to target specific, high-value, loyal 
customers. 

Marketing strategies are changing to highly targeted 
approaches using new media such as the Internet, 

as well as sophisticated data management applications. 


SOURCES OF REVENUES 


Long distance & 
network services 
$3,030 million Terminal, 

directory 
advertising 
& other 


$1,742 million 


Local & 
access services 
$3,928 million 


SOURCES OF REVENUES 


Wireless 


$3,390 million Broadband 


$2,054 million 


Other 
$608 million 


Enterprise 


$5,268 million Switching 


$6,191 million 


SOURCES OF REVENUES 


Equipment sales 
& other 
$149 million 


Paging service 
$68 million 


Cellular service 
$709 million 


INVESTMENT BASE 


Cablephone 


$790 million Wireless 


$122 million 


Wireline 
$1,139 million 


SOURCES OF REVENUES 


New media & 
marketing services 
$10 million 


International 
$57 million 


Domestic 
$489 million 
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OuR KEY STRATEGIES 


Aggressively develop new markets, products and 
services, and explore content capability, to generate 
new revenue streams. 

Increase customer loyalty and value for the customer 
by creating flexible, custom-made, easy-to-use, competi- 
tively priced packages of communications solutions. 
Forge partnerships with large global players and small 
innovative companies to provide end-to-end solutions 
and to develop new and creative applications. 

Continue efforts with policy makers to arrive at a 
rational local pricing structure and attain a level playing 
field free of regulatory restrictions. 

Invest in network infrastructure and in access technolo- 
gies and continue to lower operating costs. 


Leverage our breadth of portfolio and networking 
competency to lead deployment of “mission critical” 
digital networks. 

Partner with our customers to usher in “A World of 
Networks” and the introduction of “21st Century 
Telecom Service”. 

Continue to expand our international presence. 
Utilize joint ventures and/or strategic alliances to 
provide end-to-end solutions for our customers. 


BCE Mobile’s strategy is to continue to cultivate its 
position as Canada’s wireless communications leader. 
Our integrated networks approach will enable us to 
offer 1.9 GHz digital capability as an extension to our 
present cellular network. 

Bell Mobility is ideally positioned to capitalize on its 
knowledge of customers, network operations and 
marketing to set the standards of excellence in the 
PCS business. 


Complete the creation of Cable and Wireless 
Communications and ensure a successful launch of the 
new, integrated business. 

Meet business plan and operation targets while building 
out networks. 

Pursue new opportunities in key emerging markets. 


To understand our customers’ needs intimately and 
consistently exceed their expectations. 

Continue to build our capabilities in electronic media 
and direct response marketing. 

Continue to leverage our core sales and marketing 
competencies to seek new emerging market 
opportunities abroad. 


OurR INDIVIDUAL COMMITMENTS 


. 


“The new Bell is focused on customer intimacy. We realize that customers today want more individual control. 
We are personalizing our approach, tailoring our services to their individual needs and offering them expanded 


choice, ease of interface and the best overall value." 


JOHN T. MCLENNAN 
President and Chief Executive Officer 
Bell Canada 


“To achieve our goals and aspirations, we must have a laser-like focus on delivering value to our customers and 
on helping them be successful by helping them expand their businesses. Our mission is simple: to deliver market 


leadership through customer satisfaction, superior value and product excellence." 


JEAN C. MONTY 
President and Chief Executive Officer 
Nortel 


“Building the future is about expanding capabilities based on experience and analysis of new opportunities. 
BCE Mobile's goals for 1997 are to establish a leadership position in PCS as an extension of our total service offerings, 


and provide our customers with the best value and range of choice for their wireless communications dollars.” 


ROBERT A. FERCHAT 
Chairman and Chief Executive Officer 
BCE Mobile 


“1996 was a year of considerable accomplishment for BCI. With the creation of Cable and Wireless Communications 
as a major, new force in the UK market, the launch of networks in Brazil, China, and India and with the continuing 


success of our Colombian cellular venture, BCI is well-positioned for growth in the years ahead.” 


DEREK H. BURNEY 
Chairman, President and Chief Executive Officer 
Bell Canada International 


“Our challenge and our commitment is to strengthen every customer relationship, both in Canada and abroad, 
by continuing to find new and innovative ways to connect buyers and sellers. We will continue to utilize 


emerging technologies to take advantage of the opportunities in the fast changing marketplace.” 


THOMAS J. BOURKE 
President and Chief Executive Officer 
Tele-Direct 
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IT 1S OUR PEOPLE, EMPLOYING THE 
KNOWLEDGE THEY HAVE OF THEIR 
CUSTOMERS AND THE TECHNOLOGY 
Mierke DTS PO SALe WHOVECREATE THE 
COMMUNICATIONS SOLUTIONS THAT DRIVE OUR 
WiGGeEsses|N THE FOLLOWING PAGES YOU'LL. SEE 
EXAMPLES OF HOW BCE COMPANIES ARE MEETING 
CUSTOMERS’ NEEDS THROUGH A UNIQUE BLEND 


OUP SRE Ribs Ee INGENUITY, AND DEDICATION.. 


SOLUTIONS 


[a3 


| BELL ANSWERS THE CALL IN GRAVEL RIVER 


“CALLING MY DAUGHTER COST ME $80 LAST 
MONTH,” SAYS DAVE SPEER. “WITH BELL'S 


NEW SYSTEM, IT'LL COST $16." 


Dave SPEER | 


a 


LINDA RADBOURNE 


Gravel River, Ontario, is not, as the saying 
goes, at the centre of the universe. Unless 
of course, like Linda Radbourne, you live in 
the village that's tucked away on the north 
shore of Lake Superior. 

And her particular universe is a lot 
more easy to contact by telephone these 
days thanks to a savvy father, Bell Canada’s 
presence on the Internet and its Sympatico 
service. Previously, because of Radbourne's 
remote location, her analog radio-based 


telephone service could only be accessed 


through operator assistance, was more costly than regular tele- 
phone service and was sometimes unreliable. Enter the enter- 


prising father. 


DAD’S CALL GETS ANSWERED 
Dave Speer, who lives in Rossport, Ontario, is an avid Internet 
surfer via Bell's Sympatico service. 

"Il thought there's got to be a better way,” Speer recalls. 
He found a better way one night, by visiting Bell's web page and 
sending an e-mail message 
about his daughter's situa- 
tion. The next morning, 
Jana Bishop got the mes- 
sage. Part of Bell's Ottawa- 
based web page team, it's 
Bishop's job to re-direct 
e-mail throughout the 
company. It ended on the 
desk of Linda Assad, cus- 
tomer service manager for 
| northwestern Ontario. 
| Thanks to Assad's inves- 


Linpba AssaD 


tigative work and problem-solving determination, a solution 
was found: the installation of a new system out of a digital 
central office. 

"| couldn't believe how quickly Bell came back," Speer 
recalls. “They brought out antennas and rectifiers and radios, and 
in less than a day it was up and running. Calling my daughter 
cost me $80 last month. With the new system, it'll cost me $16." 


RURAL MODERNIZATION 

Bell Canada's Rural Modernization Program will soon be bring- 
ing similar success stories across Ontario and Quebec. Approved 
by the CRTC on November 27, it calls for installing modern 


digital switching for almost one million customers throughout 
1997 and 1998. 
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| Bet’s NATIONAL APPROACH WINS CN BUSINESS 


“BELL'S SERVICE WAS IMPORTANT TO US,” 
SAYS CN'S FAHMY. “... FEELING THAT YOU'RE 
DEALING WITH A NATIONAL ORGANIZATION 


THAT WILL SUPPORT YOU.” 


Louise P. DomiINiQUE 
PIERRE-ANDRE JEAN 


SAMEH FAHMY | 


Canadian National, a vast network of track 
and rolling stock forming a single, cohesive 
unit, has long been a centrepiece of com- 
mercial transportation in Canada, an endur- 
ing national icon. 

So it's understandable that when 


CN cast an eye to another of its networks — 


its national telecommunications system that 


was not functioning on a fully integrated 
basis — that it wanted to apply a similar 


national approach. 


CN sought a solution, looking for national harmoni- 
zation and greater efficiency. It wanted seamless service, along 
with a window into the next generation of technologies. 

CN asked Bell Canada, among others, for a proposal. 

Answering CN'‘s call fell to the Bell sales team, headed 
by Pierre-André Jean and Louise P. Dominique in Montreal, that 
is dedicated to the CN account. 

“They (the Bell team) were under extreme pressure,” 
recalls Sameh Fahmy, CN's director, computing and telecom- 
munications infrastructure. 
“Competition was ferocious. 
But Bell and Nortel reacted 


very well together.” 


NATIONAL SCOPE 
“Nortel was absolutely key 
to the bid's success,” says 
Dominique. “They provided 
us with solid sales support 
and gave us insights into 
many technical issues. 
Also, cooperation with the 
Alberta, Manitoba and 
British Columbia members 
of the Stentor Alliance 
strengthened our bid and 
added a significant measure 
of confidence for CN.” 

As Fahmy confirms, 
it became a partnership rather than a technology issue: “Once 
we chose Bell, we then had to find the most advantageous deal 
for both of us.” That turned out to be a unique service and 
equipment contract tailored to CN's national needs. The equip- 
ment —a series of private branch exchange systems manufac- 
tured by Nortel — is dedicated to CN but managed and 
maintained by Bell. 

Because of the innovative financing approach Bell 
designed for the deal, there was no capital outlay for CN. 
Fahmy comments: “Every time | tell my financial people that 
I'm saving a certain amount annually over seven years, they 
ask how much we're going to invest up front. I say nothing, 
and they are even more impressed with the deal.” 

"The long-term relationship we were able to build 
with CN exemplifies the way the ‘New Bell’ does business,” 
concludes Jean. “We were able to win the business because 
we had the support of every department in Bell and formed 


a company-wide team.” 
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| NORTEL’S RECIPE FOR THE INSTANT NETWORK 


NORTEL’S TECHNOLOGY AND KNOW-HOW 


WERE KEY FACTORS IN ROLLING OUT NORTH 


AMERICA’S FIFTH-LARGEST LONG DISTANCE 


NETWORK ON TIME AND ON BUDGET. 


RAFAEL 


GARCIA-LAMARCA | 


RICHARD PEREZ 


It's a challenge that in retrospect seems 
impossible. Put forth by Avantel, Mexico's 
alternative long distance supplier, the chal- 
lenge was: “Build us a network... 3,400 
miles of fibre optic cable, three switching 
centres and two network management cen- 
tres. The day it goes into service it needs to 
be able to serve 70 per cent of the country's 
94 million people. And, oh yes, did we 
mention we need it all in less than a year?" 


For Rafael Garcia-Lamarca and the countless other 
Nortel employees who took up the challenge to provide the 
turnkey network solution, it was a year of frantic activity and 
unbridled success. 

"This project had a great deal of uncertainty attached 
to it," recalls Richard Perez, Avantel's Director of Engineering. 
“But Nortel's dedication meant that we met the original deadline 
with the seamless network we had promised our customers in 
Mexico and the United States." 

That promise was made in mid-1995, when Nortel pro- 
posed to Avantel, co-owned 
by MCI and Banamex, a 
leading Mexican financial 
group, an ambitious orches- 
tration of technologies that 
would ultimately mesh 
into a complete turnkey 
network. 

Avantel accepted 
Nortel's approach. And vir- 
tually overnight, the com- 
pany’s skills and knowledge 
were mobilized to meet 
the aggressive schedule. 


INGENUITY PAYS OFF 
According to Perez, it took 
imaginative approaches 

to overcome the logistical 
and design challenges.” 
For example, how to bring 
Nortel's experts in Canada, 
the United States, Northern Ireland and England together 

with key people in Mexico and with MCI engineers in Texas? 
Solution: use sophisticated internal communications to assemble 
virtual teams’. 

How to ease the logistics of laying cable and construct- 
ing buildings at 50 different locations in so short a time? 
Solution: assemble prefabricated modules in Texas, stock them 
with all essential equipment, and ship them as they're needed. 

How to iron out system problems when there's no time 
for a dry run? Solution: build a “mini-Avantel network" in MCI's 
labs to catch bugs and refine the system before going live. 

"In the end, the people, ideas and technologies meshed 
together perfectly to create the Avantel network,” says Garcia- 
Lamarca. “And it solidified Nortel's reputation for dependability 
and know-how in a market expected to grow to $7 billion by 
the year 2000." 
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| Bet MOBILITY AND GROUPE URGENCE SINISTRE TO THE RESCUE 


GROUPE URGENCE SINISTRE TEAMS HAVE co-founder Doris Landry started Groupe Urgence Sinistre 


in 1991, they knew mobile communication would be essential 


BEEN KNOWN TO LEND THEIR PAGERS AND to operations. So they turned to Bell Mobility. 


CELL PHONES TO THE CIVIL AUTHORITIES 10s Het the coverage and reliability of a company like 
Bell Mobility,” says Larochelle, “to make sure you can deliver 
WHEN COMMUNICATION RESOURCES your service anywhere and anytime it's needed. In five years, 


we've gone from zero to 230 cell phones and 100 pagers.” 


ARE STRETCHED TO THE LIMIT AND TIME 
COMMUNICATION EQUALS SPEED 
IS CRITICAL. Disasters almost always mean that critical services, such as 


traditional telephones, are 


disabled. “Staying in touch 
means staying in business,” 
says Larochelle. “We need to 
be able to contact our teams 
wherever they are and get 
them on site right away. 


te 


Marc De CELLEs 


Louise LAROCHELLE | 


— 
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We also rely on our communications systems to co-ordinate 


personnel and equipment so that people can return to their 


"Disasters don't make appointments,” says homes or restart their businesses as soon as possible." 
Louise Larochelle, vice-president of Groupe Speed is equally critical to the insurance companies that 
Urgence Sinistre, G.U.S.™. “So when we're call upon the expertise of Larochelle'’s 52 partners. The faster 
called upon to help clean up after a disaster premises are cleaned and restored, the sooner clients can return. 
does happen, we have to react quickly and Larochelle relies on the support of Richard Gauthier of 
efficiently. That means being in constant CELLUBOUTIQUE (the local Bell Mobility dealer) and Marc 
communication.” De Celles, Mobility’s regional sales manager. “Our partnership 
Based in Saint-Romuald, Quebec, with Bell Mobility has continued to develop,” she says, “we're 
the company is in the business of cleaning able to incorporate the latest technologies and select the most 
and restoring homes, offices and industrial appropriate mix of Bell Mobility products and services.” 
plants following disasters such as the flood- In a business where the unpredictable is the norm, the 
ing in the Saguenay region of Quebec in highly predictable reliability of Bell Mobility services is a com- 
the summer of 1996. When Larochelle and forting factor for the employees of Groupe Urgence Sinistre. 
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BCI LEVERAGES THE CAPABILITIES OF 
THE BCE FAMILY ON WIRELESS VENTURE 


IN THE YANTAI REGION. 


JOHN CHEH | 


DaiLt YAO 


so 


“Yantai Bell is a great example of how the 
whole family can work together,” says 
Felix Li, General Manager of Yantai Bell, 
a Bell Canada International (BCI) joint 
venture in China. Li is referring to the 
team effort put forth by Yantai and other 
BCE companies in helping build a cellular 
telephone system for the Yantai region 
from the ground up. 

Yantai Bell was formed to help 
plan, finance, build and manage the new 
system, which is operated by China 
Unicom, the country's second national 


BCI MAKING MAJOR INROADS IN CHINA 


carrier. According to Li, Yantai Bell was able to rely upon 
Nortel's expertise in switching and research and development 
to help overcome design challenges; and on Bell Mobility for 
network analysis specialists. 

Says John Cheh, BC's vice-president for investments 
in Asia: “The situation allowed BCI to leverage the entire capa- 
bilities of the BCE family while leaving us to concentrate on 
what we do best — developing the relationships, nurturing the 


investments and enhancing shareholder value." 


MAKING A NAME 

IN CHINA 

According to Cheh, the 
project's success raised BC's 
profile in China and yielded 
valuable experience — espe- 
cially as Yantai Bell faced 


FELIX LI, 
DoucLas McCrapy 


tremendous obstacles. Yantai occupies an area roughly the size 
of southwestern Ontario with a population of nearly seven 
million. It took persistence and ingenuity to cover the rough 
terrain and negotiate sites for the network's base stations. 

As a telecommunications market, China is an exciting 
place to be. Demand for services is exploding at a rate of 15 mil- 
lion lines annually and cellular phone use is predicted to grow 
from zero to 25 million customers in 10 years. 

“That growth,” says Douglas McCrady, Yantai's assis- 
tant general manager, "is being driven by entrepreneurs like 
Mrs. Daili Yao. Our cellular service is helping her build a 
thriving taxi company here in Yantai.” 

Yantai Bell is the first of two projects that BCI is under- 
taking in China's Shandong province. Three additional cities 
comprise the second phase, forming a combined market of 


25 million in the second-most prosperous province in China. 
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| TeLe-DirEctT GIVES DISCOUNT ADVERTISING SOLUTIONS 


“EIGHTY-FIVE PER CENT OF OUR REFERRALS 
ARE THROUGH THE YELLOW PAGES 
DIRECTORIES,” SAYS HERB SINGER, 


PRESIDENT OF DISCOUNT CAR AND 


TRUCK RENTAL. 


JOHN MacDonatp 


HERB SINGER 


What are the two essentials for starting a 
car rental business? Cars, of course. And, 
according to Herb Singer, founder and 
president of Discount Car and Truck Rental 
in Toronto, Yellow Pages directory adver- 
tising is number two. 

“You can't survive without breathing 
air, right?” says the Siberia-born entrepre- 
neur. “Well you can't survive in this business 
without the Yellow Pages directories.” 

Singer should know. Discount has 
not only survived, it’s grown and prospered 
in spectacular fashion. After 16 years 
working for someone else in the car rental 


business, Singer launched his own company in 1980, and guided 
it through the recession of 1982. Today, Discount has some 

192 franchises. And as Discount has grown, so has its relation- 
ship with Tele-Direct, which publishes Yellow Pages directories 
in Ontario, Quebec and Atlantic Canada. 

“We're an integral part of Discount," says John D. 
MacDonald, national accounts manager at Tele-Direct. “And the 
relationship seems to grow stronger every year." 

And no wonder. According to Singer, 85 per cent of 
Discount's referrals are through 
the Yellow Pages directories. 
That makes him a true believer 
—and an innovator in what 
works. 


TARGETING SPECIAL 
MARKETS 

“Herb is interested in new 
ideas, in solutions to his busi- 
ness challenges,” MacDonald 
says. "For example, he bought 
full-page color advertisements 
on the inside front cover of our 
directories.” Singer was also 
quick to recognize the value of 
ethnic marketing, inserting a 
full page ad in the Toronto area 
Chinese Yellow Pages, pub- 
lished by Tele-Direct in partner- 
ship with Ming Pao Daily News. 


DISCOUNT ON THE NET 
Not surprisingly, Discount was among the first advertisers for a 
new Internet directory, a joint project by Canada's Yellow Pages 
directory publishers. Slated for a spring 1997 launch, the bilin- 
gual directory (www.canadayellowpages.com) will enable cus- 
tomers to locate businesses by region, category or name. Those 
businesses with an Internet ad from Tele-Direct will have a spe- 
cial icon beside their name. The customer will merely click on 
the icon to view the ad. Businesses who have a web site — like 
Discount — will have a link to their web site or their e-mail. 

It's one more way Tele-Direct — and valued customers 
such as Discount Car and Truck Rental — will remain in the 
driver's seat while exploring new ways of getting the message 


out to consumers. 
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(BE MANAGEMENT'S REPORT 


The accompanying consolidated financial statements of BCE Inc. and its subsidiaries (collectively BCE), and all information in this 
annual report are the responsibility of management and have been approved by the Board of Directors. 

The financial statements have been prepared by management in conformity with Canadian generally accepted accounting 
principles. The financial statements include some amounts that are based on best estimates and judgements of management, and 
in their opinion present fairly BCE's financial position, results of operations and changes in financial position. Financial information 
presented elsewhere in the annual report is consistent with that in the financial statements. 

Management of BCE, in furtherance of the integrity and objectivity of the financial statements, has developed and maintains 
a system of internal controls and supports an extensive program of internal audits. Management believes the internal controls pro- 
vide reasonable assurance that financial records are reliable and form a proper basis for the preparation of financial statements and 
that BCE's assets are properly accounted for and safeguarded. The internal control process includes management's communication to 
employees of policies which govern ethical business conduct. 

The Board of Directors carries out its responsibility for the financial statements in this annual report principally through its 
Audit Committee, consisting solely of outside and unrelated directors. The Audit Committee reviews the Corporation's annual con- 
solidated financial statements and other information in the annual report, and recommends their approval by the Board of Directors. 
Additional responsibilities of the Audit Committee are outlined on page 61 of this annual report. The internal and the shareholders’ 
auditors have free and independent access to the Audit Committee. 

These financial statements have been audited by the shareholders’ auditors, Deloitte & Touche, Chartered Accountants, 
and their report is presented below. 
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Chairman and President Vice-President and Comptroller 
Chief Executive Officer 


February 26, 1997 


AUDITORS’ REPORT 


To the Shareholders of BCE Inc. 

We have audited the consolidated balance sheet of BCE Inc. and its subsidiaries as at December 31, 1996 and 1995, and the 
consolidated statements of operations, retained earnings and changes in financial position for each of the three years in the period 
ended December 31, 1996 as they appear on pages 35 to 57. These consolidated financial statements are the responsibility of the 
Corporation's management. Our responsibility is to express an opinion on these consolidated financial statements based on our audits. 

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that we plan 
and perform an audit to obtain reasonable assurance whether the consolidated financial statements are free of material misstatement. 
An audit includes examining, ona test basis, evidence supporting the amounts and disclosures in the consolidated financial state- 
ments. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the 
Corporation as at December 31, 1996 and 1995, and the results of its operations and the changes in its financial position for each of 
the three years in the period ended December 31, 1996, in accordance with Canadian generally accepted accounting principles. 
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Deloitte & Touche 
Chartered Accountants 


Montreal, Quebec 
February 26, 1997 


Management's Discussion and Analysis (MD&A) of 1996's finan- 
cial results focuses on the principal operating groups of BCE Inc. 
and includes a review of the operations and financial situation of 
each operating group. BCE Inc. and its consolidated subsidiaries 
are collectively referred to herein as BCE. This MD&A should 
be read in conjunction with the audited consolidated financial 
statements contained on pages 35 to 57 of this annual report. 


RESULTS BY OPERATING GROUP 


MANAGEMENT'S DISCUSSION AND ANALYSIS 


oe ecesion av 


Bell Canada, BCE Mobile Communications Inc. and Northern 
Telecom Limited (Nortel) publish a more detailed discussion 
and analysis of their results of operations and financial condition 
in their annual reports. You may obtain copies of these reports 
from the corporate communications department of BCE Inc. 
(see page 63). 


REVENUES 
(§ millions) % Change 
1996 1995 
1996 1995 1994 vs. 1995 vs. 1994 
Canadian Telecommunications 
Bell Canada (excluding directory operations) 8,223 7,710 7,591 6.7 1.6 
BCE Mobile 926 781 636 18.6 22.8 
Other Canadian Telecom 202. teed OBtiea auianel 2.8 6.6 
9,851 9,174 8,868 7.4 5) 
Nortel 17,511 14,626 1237 19.7 20.5 
Bell Canada International 221 223 138 (0.9) 61.6 
Directories 556 570 518 (2.5) 10.0 
Corporate MMI ccs Sh repcawirs| Ei 9 (9.7) nm. 
28,167 24,624 21,670 14.4 13.6 
CONTRIBUTION TO NET EARNINGS APPLICABLE TO COMMON SHARES 
($ millions, except per share amounts ) % Change 
1996 1995 
1996 1995 1994 ___vs. 1995 eerws 1094 
Canadian Telecommunications 
Bell Canada (excluding directory operations) 663 452 672 46.7 (32.7) 
BCE Mobile 40 32 7a) 25.0 39.1 
Other Canadian Telecom eer hem hee OM ee 114 (17.8) (21.1) 
777 574 809 35.4 (29.0) 
Nortel 435 334 291 30.2 14.8 
Bell Canada International 10 (66) 162 n.m. n.m. 
Directories 56 50 45 12.0 ite! 
a ee. (i26) (loess (129) (14.5) 14.7 
Net earnings 1,152 782 1,178 47.3 (33.6) 
Dividends on preferred shares LO mes Ly ines (92) 12.6 5.4 
Net earnings applicable to common shares 1,076 695 1,086 54.8 (36.0) 
Earnings per common share 3.40 2123 B52 52.5 (36.6) 
Excluding one-time items 
— net earnings applicable to common shares 951 640 853 48.6 (25.0) 
— earnings per common share SOF 2.05 2.76 46.8 (25.7) 


n.m.: not meaningful 
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BCE's 1996 net earnings increased by $370 million (47%) 

compared with 1995, reflecting: 

- improved operating results at Bell Canada ($211 million); 

- strong revenue growth across all major product lines at Nortel 
($101 million); and, 

- improved results from Bell Canada International ($76 million). 


Included in BCE's 1996 net earnings are one-time gains of 
$169 million, resulting primarily from the sale of investments, 
offset by provisions and other charges of $44 million. This 
compares with one-time gains of $55 million in 1995. 


CANADIAN TELECOMMUNICATIONS 


OVERVIEW 

BCE's Canadian Telecommunications group includes the follow- 
ing subsidiaries and other controlled entities: Bell Canada, BCE 
Mobile Communications Inc., NewTel Enterprises Limited, 
Northern Telephone Limited, Northwestel Inc., Télébec ltée, 
and TMI Communications and Company Limited Partnership 
as well as the following associated companies: Bruncor Inc., 
Maritime Telegraph and Telephone Company, Limited, 
Teleglobe Inc., Telesat Canada and Expressvu Inc. These entities 
provide a full range of domestic and international telecommuni- 
cation services to Canadian customers. Bell Canada accounted 
for 83% of the group's revenues and 85% of the group's earnings 
in 1996, compared with 84% and 79%, respectively, in 1995. 


CANADIAN TELECOMMUNICATIONS REVENUES 


EARNINGS 

The contribution of the Canadian Telecommunications group 
to BCE's net earnings increased by $203 million (35%) in 1996. 
Bell Canada's contribution increased by $211 million (47%). 
Bell Canada's results reflect growth in local and access service 
revenues, the favourable impact of employee-related and other 
cost reductions resulting from the business transformation pro- 
gram and reduced pension expense, partially offset by higher 
depreciation and amortization expense. Bell Canada's consoli- 
dated rate of return on common equity was 9.8% in 1996 com- 
pared with 6.7% in 1995. BCE Mobile's 1996 contribution of 
$40 million to BCE's net earnings is an increase of $8 million 
(25%) over 1995 and includes a gain of $33 million on the sale 
of its interest in Clearnet Communications Inc. offset by a simi- 
lar amount of provisions and special charges. The contribution 
of entities comprising Other Canadian Telecom declined in 
1996 primarily due to losses at TMI (a mobile satellite communi- 
cations business), partially offset by improved contributions of 
certain provincial telecommunications companies. 


REVENUES 

Revenues of the group grew by $677 million (7%) in 1996, com- 

pared with growth of $306 million (3%) in 1995. The increase in 

1996 was largely attributable to local and access service revenues 
at Bell Canada as well as higher revenues at BCE Mobile. 


Bell Canada (excluding directory operations) 
Local and access services 
Long distance and network services 
Other 


BCE Mobile 
Other Canadian Telecom 


Number of network access services* 
(NAS) - thousands 


*Representing, approximately, the number of lines in service. 


BELL CANADA LOCAL AND ACCESS SERVICES 

Local and access service revenues increased in 1996 due to the 
net impact of a local service rate increase, moderate network 
access services growth as well as continued growth in optional 
services due to concentrated sales efforts and payments made 
by users of private line digital services to access local networks. 


($ millions) % Change 
1996 1995 
1996 1995 1994 vs. 1995 vs. 1994 
3,928 Shayladh 3,267 11.9 LO 
3,030 3,019 3,273 0.4 (7.8) 
Re ioc sees 11800 1,051 EG 12.3 
8,223 PEG AS) 7,591 6.7 1.6 
926 781 636 18.6 22.8 
e 108 iia OCD aac e at 6.6 
9,851 9,174 8,868 7.4 S03 
10,866 105593 10,301 2.6 2.8 


Revenues from long distance competitors for accessing the 
switched local network increased in 1996 due to their higher 
volumes partially offset by lower mandated prices charged 
to competitors. 
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BELL CANADA LONG DISTANCE AND NETWORK SERVICES 

Long distance and network service revenues, which are earned 
by carrying long distance traffic and by providing network 
services such as private line and business data services, were 
essentially flat in 1996 compared with 1995. The 1996 increase 
in network service revenues resulted from continued growth in 
digital services and in telemessaging services but was substan- 
tially offset by a decrease in long distance service revenues as 
higher volumes of 1.7% were more than offset by lower average 
prices of approximately 3%. The 1996 increase in long distance 
service volumes, as measured in conversation minutes, of 1.7% 
to 10,101 million from 9,933 million in 1995, came from market 
growth driven in part by traffic stimulation from prior period 
price reductions. The number of 1995 conversation minutes has 
been restated to remove minutes billed on behalf of independent 
telephone companies and minutes used for internal Bell Canada 
operations. The previously reported 1995 number was 10,384 mil- 
lion minutes. Bell Canada experiences intensifying competition 
from a few major competitors. Bell Canada estimates that com- 
petitors gained an additional 5% of the volume of the long dis- 
tance service market in 1996, bringing the company’s estimated 


CANADIAN TELECOMMUNICATIONS OPERATING EXPENSES 


market share to about 69% at December 31, 1996. This com- 
pares with a loss of 6% for 1995 and an estimated market share 
of about 74% at year-end 1995. 


OTHER BELL CANADA REVENUES 

The main revenue streams in this category are from competitive 
services, including rental, sales and maintenance of terminal 
equipment, and data processing and systems integration activi- 
ties. Revenues grew in this category primarily due to increased 
sales of terminal equipment. 


BCE Mobile REVENUES 

Revenues at BCE Mobile grew significantly in 1996. The number 
of cellular customers rose 31% to 1,044,000 in 1996 (798 000 at 
December 31, 1995) while the number of paging customers 
increased 44% to 396,000 (from 275,000 a year earlier). The 
growth in paging customers includes 48,000 subscribers gained 
from acquisitions. Excluding these acquisitions, the number of 
paging customers grew by 27%. Revenues were also affected by 
decreases of 11% and 15% in revenue per average cellular sub- 
scriber and revenue per average paging subscriber, respectively. 


Bell Canada (excluding directory operations) 
Depreciation and amortization 
Operating expenses 


BCE Mobile 
Other Canadian Telecom 


($ millions) % Change 
1996 1995 
1996 1995 1994 vs. 1995 vs. 1994 
2,237 1,937 1,936 15.5 - 
4,024 9 We 4 O74 ew 3,698 (1.2) 10.2 
eae 6,261 6,011 5.634 4.2 6.7 
865 663 534 30.5 24,2 
577 SLI et Det 465 10.7 12.0 
ene: 7,703 7,195 6,633 7.1 8.5 


BELL CANADA DEPRECIATION AND AMORTIZATION 

Depreciation expense at Bell Canada of $2,105 million in 1996 
compares with $1,891 million in 1995. The 11.3% increase is 
primarily due to revised depreciation rates for switching equip- 
ment, transmission equipment and outside plant. The shortening 
of depreciable lives is generally consistent with the trend pre- 
vailing in the Canadian telecommunications industry. Amorti- 
zation of business transformation and workforce reduction costs 
was $132 million in 1996, an $86 million increase over the 
previous year. 


BELL CANADA OPERATING EXPENSES 

Bell Canada's operating expenses (excluding depreciation and 
amortization) decreased by $50 million in 1996. The business 
transformation and workforce reduction programs have enabled 
Bell Canada to partially offset the impact of expense increases 
that would normally be generated by volume increases. These 
costs, coupled with increased sales and marketing support, have 
been offset by the process improvement projects being imple- 
mented as part of the business transformation program and 
reduced pension expense. The reduced pension expense in 1996 
reflects the 1995 experience gains, a change in estimates related 
to the amortization of experience gains and the workforce 
reduction program currently in progress. 
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BELL CANADA CONSOLIDATED — SALARIES AND WAGES 


Telecommunications operations 
Other operations 


Salaries and wages expense 
Capital and process improvement projects 


Total salaries and wages 


BELL CANADA CONSOLIDATED — NUMBER OF EMPLOYEES AS AT DECEMBER 31 


ee 


Telecommunications operations 
Other operations 


($ millions ) % Change 
1996 1995 
1996 1995 1994 vs. 1995 vs. 1994 
1,682 1,762 1.780 (4.5) 1.8 
S007 > nk CoaaeS oe 10S lee 
2,051 2,095 2025 (2.1) 3.5 
a peda ertes Mciaatih ¢ whiter (8.2) ae 
2,365 2,437 2,360 (3.0) a3 
Number of employees Change 
1996 1995 
1996 1995 1994 vs. 1995 vs. 1994 
38,859 42,201 45,906 (3,342) (3,705) 
6086 TO at een (96) ee 
44,895 48,333 (3,438) (3,170) 


51,5003 


Salary and wage expense and numbers of employees declined 
in 1996 as a direct result of the business transformation and 
other workforce reduction programs. The implementation of the 
business transformation program is intended to reduce substan- 
tially Bell Canada's cost structure while finding better and faster 
ways to serve customers. Bell Canada is beginning to realize 
benefits from its aggressive business transformation program, 
however, to achieve the full impact of the plan, many of the 
benefits require substantial process improvements and signifi- 
cant changes to many of its operating and information systems. 
Bell Canada has experienced delays from its original program, 
resulting in higher-than-expected operating expenses in 1996 
and delaying realization of the full impact of the plan beyond 
management's initial expectations of completion which was 

the end of 1997 (see the section on the Bell Canada Transition 
Plan on page 34). 

As the required processes, systems and equipment 
are put in place, a net workforce reduction of an estimated 
10,000 employees, principally in telecommunications opera- 
tions, is expected between the end of 1994 and the end of 1997. 
This will reduce the total workforce to approximately 41,500. 
At December 31, 1996, the number of employees had been 
reduced by approximately 6,600. A variety of voluntary incen- 
tive measures and career transition aids were presented to 
employees to facilitate these extensive workforce reductions. 
At December 31, 1996, some 5,100 departures for 1997 had 
been approved. 

The decrease of 3% in total salaries and wages (which 
excludes any payments made under workforce reduction 
programs) in 1996 is less than the 7.1% reduction in the number 
of employees due to: 


- increased overtime payments; 

* wage increases; 

- higher employee incentive plan payouts for 1996; 

- lump-sum payments granted primarily to represented employees 
under the terms of negotiated labour agreements; and, 

- the fact that the majority of the workforce reductions occurred 
in the second half of 1996. 


BCE MosiLE OPERATING EXPENSES 

Operating expenses at BCE Mobile, excluding special charges, 

grew by $131 million (20%) to $794 million in 1996, due to 

increases in: 

- selling and administrative costs ($74 million); 

+ cost of revenues, which relate mainly to the operations of the 
cellular and paging networks ($34 million), and, 

- depréciation and amortization ($23 million). 

The increases in selling and administrative costs and 
cost of revenues reflect growth in the subscriber base and higher 
selling expenses incurred to stimulate cellular customer growth. 
The increase in depreciation and amortization expense mainly 
reflects the impact of a higher level of fixed assets and provi- 
sions for accelerated depreciation relating to BCE Mobile's plan 
to adopt CDMA as its digital technology platform. 

In addition, BCE Mobile recorded a special charge of 
$23 million in 1996 relating to the cost of providing handsets to 
existing TDMA digital cellular customers in order to facilitate 
their migration to CDMA digital technology, as well as a special 
charge of $48 million for the write-off of the unamortized bal- 
ance of hardware costs associated with certain customer con- 
tracts. In the future, these hardware costs will be expensed as 
they are incurred. 
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NORTEL 


OVERVIEW 

Nortel is a leading global supplier of telecommunications equip- 
ment products, the only business segment in which it operates. 
The telecommunications equipment business consists of the 
research and the design, development, manufacture, marketing, 
sale, financing, installation, servicing and support of switching 
networks, enterprise networks, wireless networks, broadband 
networks and other products and services. While Nortel reports 
its results in U.S. dollars, all amounts presented here are in 
Canadian dollars, except where otherwise noted. 


NORTEL — PRODUCT LINE REVENUES 


EARNINGS 

The increase in Nortel's contribution to BCE's 1996 net earnings 
of $101 million reflects improved operating earnings, partially 
offset by lower investment and other income — net and increased 
interest expense. 


REVENUES 

Revenues increased 19.7% in 1996, primarily as a result of a net 
volume increase of approximately 21%, partially offset by price 
reductions of about 1%. 


Switching networks 
Enterprise networks 
Wireless networks 
Broadband networks 
Other 


PRODUCT LINE REVENUES 

Revenues were up substantially in 1996 as a result of higher rev- 
enues in all major product lines: however, other revenues, which 
comprise miscellaneous other products, interest income of the 
finance subsidiaries, and research and development performed 
on behalf of customers, declined significantly due primarily to 
the disposition of the structured wiring and copper wire and 
cable business, effective February 1996. As well, software sales 
decreased in 1996 compared with 1995. 

The increase in switching networks revenues in 1996 was 
due to significantly higher sales in the U.S., Asia Pacific and 
Canada, partially offset by substantially lower sales in the 
Caribbean and Latin America (CALA) and significantly lower 
sales in Europe. North American switching revenues continue 
to be impacted by the shift in capital spending by certain cus- 
tomers away from switching networks to emerging products 
such as wireless networks, enterprise networks and broadband 


($ millions) % Change 

1996 1995 

1996 £995 1994 vs. 1995 vs. 1994 
6,191 ono 5,378 6.8 7.8 
5,268 4,447 Spel! 18.5 39 
3,390 230 W221 59.2 74.4 
2,054 1525 1,276 34.7 15 
fs GOB corti tend Oe ei plninad Coe (noah eo) 
17,511 14,626 Zeno 19.7 20.5 


networks. At the same time, growth of Internet-driven infra- 
structure and second lines to the home as well as increased com- 
petition among telecommunications operators following the 
passage of the United States Telecommunications Act of 1996, 
is leading to higher demand for switching networks products. 

The 1996 increase in enterprise networks revenues was 
due to substantially stronger sales in the U.S. and CALA, and 
significantly higher sales in Europe, Canada and Asia Pacific. 

Wireless networks revenues increased in 1996 due to 
substantially higher sales in the U.S., Europe and Canada and 
significantly higher sales in Asia Pacific, partially offset by 
slightly lower sales in CALA. 

The increase in broadband networks revenues in 1996 
was a result of substantial increases in the U.S. and CALA, sig- 
nificant increases in Europe and improved sales in Asia Pacific. 
Broadband networks revenues in Canada were essentially flat 
compared with 1995. 
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NorRTEL — GEOGRAPHIC REVENUES 


em 


United States 

Europe 

Canada 

Other international markets 


($ millions ) % Change 

: 1996 1995 

1996 1995 1994 vs. 1995 vs. 1994 
9,347 ered! 6,638 27.6 10.4 
4,129 3,548 2,160 16.4 64.3 
1,680 1,561 1,563 7.6 (0.1) 
2 ee meen et oe Ee poe 
17,511 14,626 12,137 19.7 20.5 


GEOGRAPHIC REVENUES 

Revenues (based on the location of the customer rather than 
the location of the selling organization) increased in all markets 
in 1996. 

Revenues in the U.S. increased 27.6% in 1996 primarily 
due to substantially higher sales to wireless operators and inter- 
exchange carriers, significantly higher sales to regional holding 
companies, substantially higher sales to distributors and higher 
sales to independent telecommunications companies. 

The United States Telecommunications Act of 1996 
which became law on February 8, 1996, has, as its principal objec- 
tive, to stimulate competition in all segments of the telecommu- 
nications industry in the U.S. Nortel expects the Act to have 
a positive impact on telecommunications equipment suppliers 
generally. In addition to allowing existing industry participants 
to enter new businesses, the Act should also result in new 
market entrants providing telecommunications services and 
an expanded market for telecommunications equipment. The 
United States Federal Communications Commission (FCC) is in 
the process of implementing the Act. Due to pending litigation 
challenging various aspects of the Act and the FCC rules 
designed to implement the Act, it is difficult to assess with any 
precision the impact of the Act on Nortel's overall operations. 


Revenues in Europe (including Africa, the Commonwealth 
of Independent States and the Middle East) rose 16.4% due to 
substantially increased sales in wireless networks and signifi- 
cantly increased sales in enterprise networks, partially offset by 
significantly decreased sales in switching networks. Other 
revenues in Europe increased substantially while broadband 
networks revenues increased significantly. 

Revenues in Canada rose 7.6% in 1996 as a result of 
increased sales to Bell Canada and other BCE subsidiary and 
associated companies and to other Canadian customers. 

Revenues in other international markets, comprising 
the Asia Pacific and CALA markets, increased 7.5% in 1996. 
Revenues in Asia Pacific in 1996 rose due to significant increases 
in sales of switching networks, enterprise networks and wireless 
networks. Revenues in CALA were essentially flat from 1995, 
primarily due to substantially decreased sales in switching net- 
works, offset by substantially increased sales in broadband 
networks and enterprise networks and a decline in wireless 
networks revenue and other revenue. 


Loe 


GROSS MARGIN 

Gross margin in 1996 was 40.0% of revenues compared with 

40.2% in 1995. Improved gross margins in broadband networks 

and other products were offset by reduced margins in wireless 

networks, enterprise networks and switching networks. 

Although competitive pricing pressure continues to 
exist, Nortel has been able to offset this pressure through the 
sale of higher margin products and operating efficiencies. Gross 
margin is affected by the level of software sales. Gross margin is 
being negatively affected by: 

+ the introduction of new products and continued expansion 
into new markets, particularly in wireless networks, 

+ provisions relating to the sale of products and services where 
such sales are financed by Nortel, particularly in the emerging 
North American personal communication services (PCS) 
market and international markets; and, 

- the increased inclusion of products manufactured by other 
suppliers in network solutions offered by Nortel. 


OPERATING EXPENSES 
Selling, general and administrative (SG&A) expense increased 
by 13.4% to $2,993 million in 1996. But, as a percentage of total 
revenues, SG&A expense decreased from 18.0% in 1995 to 17.1% 
in 1996. This was the result of successful cost containment efforts 
and the continued benefits being realized from Nortel's restruc- 
turing program which was completed in 1996. The absolute 
dollar increase in SG&A expense was planned and reflects con- 
tinuing investment in Nortel's growing international markets in 
the enterprise, wireless and broadband networks businesses. 
Nortel's research and development (R&D) expense in 
1996 was $2,471 million, up 14.1% from $2,165 million in 1995. 
As a percentage of revenues, R&D expense declined from 14.8% 
in 1995 to 14.1% in 1996. The level of investment reflects ongo- 
ing programs across all network businesses for new products, 
process development, advanced capabilities and services for a 
broad array of applications. R&D investment increased in 1996 
in all product lines, except switching networks, with the largest 
increases in wireless networks and enterprise networks. 


INVESTMENT AND OTHER INCOME — NET 

Investment and other income — net, including equity in net 
earnings of associated companies, was $56 million in 1996 com- 
pared with $158 million in 1995. The decrease was primarily a 
result of substantially higher foreign exchange losses, substan- 
tially lower interest income earned in 1996 due to lower average 
cash balances and lower equity earnings of associated compa- 
nies, partially offset by a gain on the reduction of Nortel's 
ownership interest in its subsidiary, Entrust Technologies Inc., 
following the issuance of Entrust shares. 

Nortel continues to expand its business globally and, as 
such, an increasing proportion of its business will be derived 
from countries outside of the U.S. and Canada. As a result, fluc- 
tuations in foreign currencies may have an impact on Nortel's 
business and financial results. Nortel endeavours to minimize 
this impact through its ongoing commercial practices and by 
attempting to hedge its currency exposures. In attempting to 
manage this foreign exchange risk, Nortel identifies operations 
and transactions that may have foreign exchange exposure, 
based upon, among other factors, the excess or deficiency of 
foreign currency receipts over foreign currency expenditures in 
each of Nortel's significant foreign currencies. Nortel's signifi- 
cant currency flows in 1996 and 1995 were in U.S. dollars, 
Canadian dollars, U.K. pounds and French francs. In 1996, the 
net impact of foreign exchange fluctuations was a loss of 
$59 million, primarily due to the strengthening of the U.K. 
pound relative to the United States dollar. There was an 
insignificant net impact in 1995. 


ORDER BACKLOG 

The order backlog at December 31, 1996 was $8.25 billion, up 
25% from the $6.6 billion of orders on hand at the end of 1995. 
The 1996 increase was due to substantial increases in wireless 
networks. The majority of the backlog is scheduled for delivery 
within 12 months. 


LITIGATION AND ENVIRONMENTAL MATTERS 
See Note 13 to the consolidated financial statements on page 55 
of this annual report. 
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BELL CANADA INTERNATIONAL (BCI) 


OVERVIEW 

BCI is active in three business segments of the telecommuni- 
cations industry outside of Canada: wireline and other, 
cable/phone and wireless. At the end of 1996, BCI had invest- 
ments in the U.K., the U.S., South America and Asia. 


EARNINGS 

BCI recorded net earnings of $10 million in 1996 compared with 
a loss of $66 million in 1995. Earnings in 1996 include a $50 mil- 
lion gain resulting from the sale of BCI's interest in CLEAR 
Communications Limited, New Zealand, and a $56 million gain 
on the reduction of BCI's interest in Bell Cablemedia plc (BCM) 
in the ULK. resulting from the issuance of US $338 million of 
BCM treasury shares to Cable & Wireless plc to fund, in part, 
the acquisition of Videotron Holdings plc. Earnings in 1995 
included a one-time gain of $14 million. 


BCI EARNINGS 


Wireline and other 
Cable/phone 
Wireless 
Corporate 


One-time items 


Earnings in the wireline and other segment in 1996 
primarily reflect improved operating results at Mercury 
Communications Limited in the U.K. 

The loss in the cable/phone segment primarily reflect 
higher losses at BCM associated with higher financing costs and 
continued network construction. Excluding Videotron, there 
was a 38.8% increase in the number of homes with cable and 
telephony access in 1996. In addition, higher losses at Jones 
Intercable in the U.S., related to higher depreciation and financ- 
ing costs associated with the recent acquisition of cable televi- 
sion systems, affected this segment's results. 

In Colombia, the subscriber base of Comunicacién 
Celular S.A. (Comcel) more than doubled in 1996, leading to 
lower losses in the wireless segment. 

Corporate results include preferred dividends to BCE 
Inc., administrative expenses and income taxes. The increased 
loss in 1996 is mainly due to the impact of a reduction in tax 
benefits following the proposed combination of Mercury, BCM 
and NYNEX CableComms (see Liquidity and Capital Resources 


section on page 32). 


DIRECTORIES 


OVERVIEW 

The Directories group publishes alphabetical pages, Yellow 
Pages and other directories in Canada, the U.S., Hong Kong, 
Australia, the Caribbean and the Middle East. 


EARNINGS 

Earnings in 1996 increased by 12% to $56 million reflecting 
improved results in international and domestic operations. 
The group's business in India, which incurred operating losses 
of $9 million in each of 1996 and 1995, was discontinued in 
the first half of the year. 


($ millions) 
1996 1995 1994 
80 64 68 
(128) (83) (36) 
(12) (33) (24) 
en (36) 0 8 ee 
(96) (80) 1 
tes eae 140 tot 
10 (66) 162 
CORPORATE 
OVERVIEW 


BCE Inc. is a strategic management company whose major 
activities include strategy development, human resources 
management, capital allocation, goal setting and performance 
monitoring. 


RESULTS 

Corporate expenses of $126 million include interest expenses, 
administrative expenses, gains and losses on sales of corporate 
investments and related income taxes. Excluding one-time 
items, 1996 corporate expenses improved by $13 million com- 
pared with 1995 primarily due to reduced interest expense. 
During 1996, a $23 million gain on the sale of shares of The 
Bank of Nova Scotia and provisions of $11 million were 
recorded compared with one-time gains of $41 million in 1995 
from the disposition of portfolio investments. 
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LIQUIDITY AND CAPITAL RESOURCES 


BCE CONSOLIDATED (see page 37 of the consolidated financial 
statements) 

BCE's consolidated operating cash flow increased by $883 mil- 
lion (23%) in 1996 to $4.7 billion, mainly reflecting improved 


net earnings and higher depreciation and amortization expense. 


Cash flow from operations increased by approximately $2 bil- 
lion (87%), primarily as a result of lower working capital 


BELL CANADA 


requirements. Cash used for investments and dividends 
were essentially flat. As a result, free cash flow improved by 
$2,056 million. 

At December 31, 1996, unused bank lines of credit 
available to BCE, generally at the prime bank rate of interest, 
amounted to $4.9 billion. 


The principal components of Bell Canada's consolidated cash flows (including directory operations) include: 
ee ee ee eee 


Net earnings before preferred dividends 
Depreciation, amortization and other non-cash operating items 


Operating cash flow 

Changes in working capital and other items 

Business transformation and other workforce reduction costs 
(net of deferred income taxes thereon) 


Cash flow from operations 
Capital expenditures, net 
Dividends 

Other investing activities 


Free cash flow 


Financing provided (reduced) by: 

Repayment of long-term debt 

Proceeds from issue of long-term debt 

Redemption of retractable preferred shares 

Increase (decrease) in notes payable and bank advances 
Decrease in cash on hand 

Issue of perpetual preferred shares 

Other financing activities 


($ millions) 

1996 1995 

754 543 

baat ortho ot ren Alt ak 
2,757 2,435 

107 158 
sik Boe ee 
2,577 2,324 
(1,621) (1,500) 
(861) (862) 
MRE) eee ree a (6) 
204 (44) 

(733) (416) 

441 716 

(156) (130) 

144 (169) 

101 36 

- 20 
abet EA re eee 
(204) 44 


Operating cash flow increased by $322 million in 1996 when 
compared with 1995 due to higher earnings and depreciation 
and amortization. Cash flow from operations increased by 
$253 million due to the impact of working capital requirements 
partially offset by increased business transformation and work- 
force reduction costs. In addition, free cash flow increased by 
$248 million primarily due to net proceeds of $91 million from 


In 1996, funds from external sources were obtained 
through the public issue of $275 million of subordinated deben- 
tures in Canada, $150 million of debentures in Europe and the 
issuance of commercial paper. Bell Canada's commercial paper 
program is supported by lines of credit, extended by several 
banks, totalling some $800 million. 

In 1997, approximately $196 million of Bell Canada’s 


a transaction relating to the outsourcing of the managed services _ long-term debt and other long-term liabilities will mature. In 


operations of Bell Canada’s subsidiary, Bell Sygma Inc., to IBM, 
partially offset by higher net capital expenditures. Net capital 
expenditures are expected to increase again in 1997. 
Bell Canada's external financing requirements in 1996 
totalled $685 million, representing: 
+» repayment of $301 million of long-term debt which matured; 
- redemption, prior to maturity, of $432 million of 
long-term debt; 
- redemption of $156 million of preferred shares; offset by the 
- contribution of $204 million of free cash flow. 


addition, Bell Canada may take advantage of prevailing lower 
interest rates by refinancing existing long-term debt prior to 
maturity. Bell Canada expects to meet its cash requirements in 
1997, including the financing of capital expenditures and early 
redemptions, primarily through internally generated funds with 
the balance to be met by the issuance of debt. 
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NORTEL 


The principal components of Nortel's consolidated cash flows include: 


eee a a SS 


Net earnings before preferred dividends 
Depreciation, amortization and other non-cash operating items 


Operating cash flow 
Changes in working capital and other items 


Cash flow from (used for) operations 
Capital expenditures 

Investments 

Divestitures 

Common dividends 

Preferred dividends 

Increase in long-term receivables 

Other investing activities 


Free cash flow 


Financing provided (reduced) by: 
Increase in net borrowings 

Issue of preferred shares 

Issue of common shares 

(Increase) decrease in cash on hand 


Cash flow from operations of $1,286 million in 1996 
represents an improvement of $1,632 million over 1995. Nortel 
continues to focus on working capital as a key component of 
cash management. Capital expenditures increased in 1996 and 
are expected to increase substantially in 1997. Investments 
increased by $215 million in 1996 primarily as a result of the 
acquisition of MICOM Communications Corporation in June 
1996. Net proceeds from divestitures primarily relate to the dis- 


position of the structured wiring and copper wire and cable busi- 


ness. Free cash flow improved by approximately $1.4 billion. 

In June 1996, Northern Telecom Capital Corporation, 
an indirect wholly-owned finance subsidiary of Nortel, issued 
US $150 million of 7.40% Notes Due 2006 and US $150 mil- 
lion of 7.875% Notes Due 2026. Approximately US $150 mil- 
lion of the proceeds from these notes was used to replenish cash 
deposits utilized in the acquisition of MICOM. In November 
1996, Nortel issued $400 million Cumulative Redeemable 


($ millions) 

1996 1995 

850 644 
Acted S0 sehen 
1,417 1,142 
Section (131). soe) 
1,286 (346) 
(823) (790) 
(269) (54) 

155 5 
(177) (147) 
(5) (6) 
(181) (45) 
ee - 
38 (1,361) 

27 107 

395 - 

263 89 
tt tel 
(38) Sot 


Class A Preferred Shares Series 5 and incurred after-tax issue 
costs of $5 million. The 16 million Series 5 Shares, priced at 
$25 each, will, until December 1, 2001, pay an annual fixed 
cumulative preferential cash dividend of $1.275 per share 
(5.1%), payable, if declared, quarterly. 

Nortel has entered into syndicated credit agreements 
to permit long-term and short-term borrowings totalling up to 
US $1.5 billion. The entire amount of these committed facilities 
remains available. Nortel expects to meet its cash requirements 
from operations and conventional sources of external financing. 
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Nortel has initiated a normal course issuer bid to re- 
purchase common shares. This share repurchase program will 
enable the company to buy back up to 4,000,000 (approxi- 
mately 1.5%) of its common shares (the Shares) in the period 
from January 30, 1997 to January 29, 1998. Shares will be bought 
by the company to offset issuances of new Shares under 
employee and shareholder plans to maintain the approximate 
number of Shares outstanding, or when such purchases would 
represent an appropriate use of corporate funds. No special 
arrangements will be made with particular shareholders to 
repurchase their Shares. As of February 26, 1997, 836,900 Shares 
have been repurchased and canceled by the company. 

The competitive environment in which Nortel operates 
increasingly requires the company and many of its principal 
competitors to provide significant amounts of long-term cus- 
tomer financing in connection with the sale of products and ser- 
vices, particularly in the emerging North American PCS market 
and international markets. While Nortel has generally been able 
to place its customer financing with third party lenders, Nortel 
anticipates that, due to the increasing amount of financing it 
expects to provide and the higher risks typically associated with 
such financings (particularly where provided to start-up opera- 
tions or to customers in developing countries), the amount of 
such financings required to be supported directly by Nortel for 
at least the initial portion of their term will increase significantly 
in the future. At December 31, 1996, Nortel had entered into 
certain financing agreements for the future provision of up to 
about US $2.1 billion of customer financing and had outstand- 
ing offers or commitments, subject to fulfilment of certain con- 
ditions, to provide up to approximately US $840 million of 
additional customer financings (not all of which offers or com- 
mitments are expected to be taken up). In particular, Nortel has 
agreed and expects, subject to the fulfilment of certain condi- 
tions, to provide up to approximately US $1.3 billion principal 
amount of financing to Sprint Spectrum L.P., a limited partner- 
ship formed by Sprint Corporation, Tele-Communications, Inc., 
Comcast Corporation and Cox Communications, Inc., in con- 
nection with Sprint Spectrum's purchases of PCS products and 


related services from or through Nortel. Nortel has obtained a 
related commitment from QUALCOMM Incorporated, to 
finance certain of the products that are to be sold to Nortel by 
QUALCOMM for resale to Sprint Spectrum and expects to 
receive at least US $200 million of such financing from QUAL- 
COMM on terms substantially similar to those offered by 
Nortel to Sprint Spectrum. On December 10, 1996, Nortel 
announced that it was syndicating through a group of major 
financial institutions approximately US $1.1 billion of such 
financing. The syndication of participation rights and loan 
assignments is expected to be completed in early 1997. Nortel 
expects to continue to arrange for third parties to assume cus- 
tomer financing obligations agreed to by Nortel and to fund 
other customer financings directly supported by Nortel from 
working capital and conventional sources of external financing 
in the normal course. 

Nortel has entered into supply contracts with customers 
for products and services, which in some cases involve new 
technologies currently being developed or which have not yet 
been commercially deployed by Nortel or require Nortel to 
build and operate networks on a “turnkey” basis. These supply 
contracts may contain delivery and installation timetables and 
performance criteria which, if not met, could result in Nortel 
paying substantial penalties or liquidated damages, the termina- 
tion of the related supply contract, and/or lower shared revenues 
under a turnkey arrangement. 
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BELL CANADA INTERNATIONAL (BCI) 

During 1996, BCI's management fees and dividends from 
investees (including a dividend of $161 million (£75 million) 
from Mercury) and funds received from the issuance of preferred 
shares to BCE Inc. exceeded the cash required for its invest- 
ments and corporate expenses, resulting in a cash balance of 
approximately $124 million at year-end. Investments totalled 
$42 million in 1996 and were made primarily in China, Brazil 
and India. During the year, proceeds on the sale of CLEAR 
Communications Limited provided the funds to redeem 

$112 million of preferred shares held by BCE Inc. 

As part of its agreement in 1994 to purchase a 31.7% 
(29.9% ona fully diluted basis) interest in Jones, BC] committed 
to participate in future equity financing of up to an additional 
US $141 million in order to finance the growth of Jones. In 
1997, BCI expects to continue to fund its operations in India 
and China in an aggregate amount of up to $150 million. 

On October 22, 1996, BCI], Cable & Wireless plc 
(Cable & Wireless) and NYNEX Corporation announced that 
they had entered into an agreement to create, subject to certain 
conditions, a leading provider of integrated telecommunications, 
information and entertainment services in the U.K. by combin- 
ing (i) Mercury, (ii) Bell Cablemedia plc (BCM), as enlarged by 
the acquisition of Videotron Holdings plc and (iii) NYNEX 
CableComms Group, under one newly-formed holding company 
to be called Cable & Wireless Communications ple (CWC). 

Such proposed combination is to be accomplished 
through a series of transactions. The first of such transactions, 
being the acquisition by BCM of a further 55.6% interest in 
Videotron at a purchase price of approximately US $606.2 mil- 
lion thereby increasing its interest to 81.7%, was completed on 
December 17, 1996. On January 8, 1997, BCM made an uncon- 
ditional cash offer to purchase all remaining outstanding 
Videotron shares not already owned by it or its subsidiaries for 
US $19.75 net per American Depositary Share (or US $3.95 net 
per ordinary share) pursuant to an Offer to Purchase which was 
filed with securities regulators in the U.K. and the U.S. 


The Offer to Purchase expired on February 21, 1997 and, as of 
such date, BCM held approximately 99.9% of the issued equity 
share capital of Videotron. BCM has commenced a compulsory 
acquisition procedure enabling it to acquire all of the issued 
equity share capital of Videotron not already owned by it. The 
acquisition of all the outstanding shares of Videotron is being 
funded, in part, by the subscription, in December 1996, by a 
subsidiary of Cable & Wireless for additional shares of BCM 
for a purchase price of US $338 million, thereby increasing 

its interest in BCM from 12.8% to 32.5% and decreasing BCI's 
interest in BCM from 42% to 32.5%, and in part through a 
credit facility providing for a six-month bridge loan of up to 
US $425 million with the balance of the funding being met 
from existing resources. 

' Another of such transactions, being the purchase by 
Cable & Wireless of 5.17% of the equity of Mercury from BCI 
for $335.7 million (£150 million), was completed on January 17, 
1997, thereby increasing Cable & Wireless’ interest in Mercury 
from 80% to approximately 85.2% and decreasing BC's interest 
in Mercury from 20% to approximately 14.8%. BCI realized a 
net gain of $34 million on this transaction, which will be 
included in the 1997 first quarter results. 

The remainder of such transactions are currently sched- 
uled to take place during the first half of 1997. The completion 
of such transactions is subject to a number of pre-conditions, 
including (among other things) receipt of certain shareholder 
consents, regulatory approvals and tax clearances, many of 
which are not within BCI's control. Assuming completion of all 
such transactions, the fully diluted share capital of CWC will 
be owned 14.2% by BCI, 52.6% by Cable & Wireless, 18.5% by 
NYNEX Corporation and the remainder by public shareholders. 
It is intended that arrangements will be made to enable CWC 
to be listed on the London and New York Stock Exchanges. 
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CORPORATE 


The principal components of BCE Inc. corporate cash flows include: 


eee 


($ millions) 
1996 1995 
Dividends from subsidiary and associated companies 993 981 
Interest, other corporate expenses and taxes (149) (170) 
Common dividends (861) (848) 
Preferred dividends (76) (87) 
Investments (264) (81) 
Divestitures 334 59 
Repayment of advances by subsidiaries 2 78 
Net redemption of preferred shares by a subsidiary 70 - 
Other (21) Se) 
ee pag a id ae 
Financing provided (reduced) by: 
Decrease in debt (437) (134) 
Redemption of preferred shares - (618) 
Issuance of preferred shares 197 590 
Common shares issued 
Employee stock savings plan and exercise of options ita lr 99 
Dividend reinvestment plan 100 98 
Purchase of common shares for cancellation (5) - 
(28) 35 


During 1996, BCE Inc. acquired 1,750,000 common shares of 
Nortel for cash of $150 million. At December 31, 1996, BCE Inc. 
owned 134,213,623 common shares, representing approximately 
51.6% of Nortel's common shares outstanding. From time to 
time, additional purchases of Nortel common shares may be 
made in order to allow BCE Inc. to maintain its majority owner- 
ship level. Also in 1996, BCE Inc. invested $71 million in TMI, 
principally to fund the launch of its satellite and its operations, 
and sold all of its shares of The Bank of Nova Scotia for 

$334 million. 

On October 21, 1996, BCE Inc. issued $200 million of 
Fixed/Floating Rate Cumulative Redeemable First Preferred 
Shares, Series S. The 8,000,000 shares issued at $25 each are 
non-retractable and carry an initial fixed coupon of 5.28% 
payable quarterly until November 1, 2001. Thereafter, the Series 
S preferred shares will be entitled to floating adjustable cumula- 
tive dividends payable monthly. On November 1, 2001, and on 
November 1 every five years thereafter, the Series S preferred 
shareholders can convert their shares into fixed rate Series T 
preferred shares. 


On October 24, 1996, BCE Inc. announced a program 
to permit it to repurchase up to 5,000,000 outstanding BCE Inc. 
common shares, or approximately 1.6% of the shares outstand- 
ing on September 30, 1996. This normal course issuer bid, which 
expires on October 29, 1997, is intended to offset the effect of 
dilution that occurs when additional common shares are issued, 
either through BCE Inc.'s employee stock option, shareholder 
dividend reinvestment or stock purchase plans, or other share 
issues. In 1996, 71,500 common shares were repurchased under 
the normal course issuer bid for a total of $4.6 million. Up to 
February 26, 1997, an additional 388,500 common shares were 
repurchased at a cost of $26 million. 

BCE Inc. refinanced $250 million of 8.5% Series 6 
Notes at maturity on January 31, 1997, with commercial paper. 
In August 1997, $300 million of 9% Series 7 Notes come due. 
The level of new investments by BCE Inc. in 1997 is expected 
to be comparable to that of 1996. BCE Inc. expects to meet 
its cash requirements from conventional sources of external 
financing. 

BCE Inc. has committed credit facilities totalling 
$1,275 million available as back-up for its commercial paper 
program and general corporate purposes. The entire amount 
of these facilities remains available for use by BCE Inc. 
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BELL CANADA TRANSITION PLAN 


In March 1995, Bell Canada adopted a transition plan designed 
to restore its financial strength over the 1995-97 period. The 
plan anticipated further deterioration for 1995, to be followed 
by progressive improvement through 1996 and 1997, with a spe- 
cific goal of returning to historic levels of financial performance 
by the end of 1997. Bell Canada’s results for both 1995 and 1996 
were in line with attainment of the overall objectives of the 
three-year plan. 

As part of the transition plan, a business transformation 
program was implemented in 1995 with a significant commit- 
ment of resources aimed at a redesign of work processes to 
enable Bell Canada to substantially reduce its cost structure while 
finding better and faster ways to serve its customers. While 
Bell Canada has realized significant reductions in its workforce 
and cost structure in 1995 and 1996, it has experienced delays in 
the implementation of the systems and processes required to 
improve productivity as envisioned in its original program, and 
it is now expected that the business transformation program will 
be substantially completed by the end of 1998 as opposed to the 
end of 1997. 

For 1997, Bell Canada is currently targeting an increase 
in net income available to common shareholders to $850 mil- 
lion, an increase in operating cash flow to $3,011 million anda 
decrease in free cash flow to $150 million, compared with 1996. 
These figures have been revised from the preliminary targets for 
1997 (net income available to common shareholders: $952 mil- 
lion; operating cash flow: $3,515 million; and free cash flow: 
$476 million) made public in July 1996 as part of a CRTC pro- 
ceeding. These revisions reflect the above mentioned delays in 
the business transformation program, the impact of continuing 
intense competition in the long distance market, and higher 
than anticipated costs associated with supporting business 
growth. 


During 1997, Bell Canada expects continued revenue 
growth from the following sources: an additional $2 per month 
rate rebalancing increase effective January 1, 1997, coupled with 
growth in local service subscribers; the continued restructuring 
of residential local rates; benefits from the continued stimulation 
of optional services; benefits of the new Stentor Settlement 
Arrangement; and the pursuit of new sources of revenue through 
the introduction of new services. Bell Canada also intends to 
continue to contain costs generated by growth in base business, 
the maintenance of appropriate levels of sales and marketing 
support, increased depreciation and amortization of business 
transformation and workforce reduction costs. 

Bell Canada remains confident that its current operating 
plans for 1997 will continue the progress towards its goal of 
returning to historic levels of financial performance. 

Bell Canada's targets for 1997 contained in this 
Management's Discussion and Analysis as well as in other 
sections of this annual report are forward-looking statements. 
Actual results may vary materially from targets due to a variety 
of factors including: the effects of competition, the timing and 
success of productivity improvement initiatives implemented 
through the business transformation program, the outcome of 
various regulatory proceedings; the ability to develop, introduce 
and market new telecommunications products and services; the 
level of expenditures necessary to maintain quality of service; 
and the demand for Bell Canada services. Taken together and 
individually, these factors represent significant risks to the meet- 
ing of Bell Canada's targets. Bell Canada considers the assump- 
tions on which these forward-looking statements are based to be 
reasonable at the time they were prepared, but cautions the 
reader that these assumptions regarding future events, many of 
which are beyond the control of Bell Canada, may ultimately 
prove to be incorrect. 

Decisions in respect of various regulatory proceedings 
are expected in 1997 which could have a material impact on the 
nature of competition and extent of regulation within the ser- 
vice territory of Bell Canada and other regulated entities of the 
Canadian Telecommunications group. These decisions include 
decisions on price cap regulation and its related issues and local 
competition. The financial health of the regulated entities and 
their ability to invest beyond 1997 are dependent on upcoming 
regulatory decisions that will determine whether Canada will 
have an open competitive environment that does not favour 
competitors at the expense of the telephone companies. 
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CONSOLIDATED FINANCIAL STATEMENTS — BCE INC. 
| CONSOLIDATED STATEMENT OF OPERATIONS 


Notes ($ millions, except per share amounts) 
For the years ended December 34 1996 1995 1994 
Revenues (2) 28,167 24,624 21-670 
Operating expenses 22,011 19,434 7254 
Research and development expense 2,471 2,134 1,606 
Operating profit 3,685 3,056 2,810 
Other income (3) aes eee, 393 238 692 
Operating earnings 4,078 3,294 3,502 
Interest expense — long-term debt 1,160 Loe 1,019 
= GHIGIENTE O10) I EAE a rr Ui Re a 141 172 222 
Total interest expense 1,301 1,326 1,241 
Earnings before income taxes and non-controlling interest 2,777 1,968 21261 
Income taxes (4) (1,118) (819) (769) 
Non-controlling interest (507) (367) (314) 
Net earnings 1,152 782 ey atss 
ee ereee intact (76) a Lee (92) 
Net earnings applicable to common shares 1,076 695 1,086 
Earnings per common share 3.40 223 Beo2 
Dividends declared per common share 2.72 Ze 2.69 
Average number of common shares outstanding (millions) 316.4 S115 308.8 
CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
Notes ($ millions ) 
For the years ended December 314 1996 1995 1994 
Balance at beginning of year 2,967 3,136 2,908 
Net earnings (pe ASSO ay een ee POET eis ce 1,178 
4,119 3,918 4,086 
Deduct: 
Dividends 

Preferred shares 76 87 92 
SiS SS a a a re jee oe SOI 2s Sy llds 830 
937 935 922 
BCE Inc. common shares purchased for cancellation (11) 3 - 28 

Costs related to issuance and redemption of 
share capital of BCE Inc. and of subsidiaries. TER eat 16) 5. ae 2 
946 951 950 
3,173 2,967 3;136 


Balance at end of year 
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CONSOLIDATED FINANCIAL STATEMENTS — BCE INC. 


| CONSOLIDATED BALANCE SHEET 


Notes 
At December 34 1996 
ASSETS 
Current assets 
Cash and short-term investments, at cost (approximates market value) 949 
Accounts receivable (5) 6,892 
Inventories (5) 2,457 
Other current assets eee ee 
Total current assets 11,017 
Investments in associated and other companies (6) 3,235 
Capital assets, net (7) 22,475 
Long-term notes and other receivables 960 
Deferred charges (5) 2,165 
Goodwill 1,409 
Total assets 41,261 
LIABILITIES 
Current liabilities 
Accounts payable and accrued liabilities 7,012 
Income and other taxes payable 435 
Debt due within one year (5) ie. 1,790 
Total current liabilities 9,237 
Long-term debt (8) 11,813 
Deferred income taxes 2,049 
Other long-term liabilities 1,436 
Total liabilities 24,535 
Non-controlling interest 4,754 
Preferred shares (10) 1,450 
COMMON SHAREHOLDERS’ EQUITY 
Common shares (11) 6,226 
Contributed surplus 1,003 
Retained earnings 3,173 
Currency translation adjustment 120 
Total common shareholders’ equity 10,522 
Commitments and contingent liabilities (13) 
Total liabilities and shareholders’ equity 41,261 


On behalf of the Board of Directors: 


AUCL ppc Pb \Adea. saw) 


Director 


Director 


Ise 


($ millions) 
1995 


10,039 


38,861 


CONSOLIDATED FINANCIAL STATEMENTS — BCE INc. 
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ONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


For the years ended December 31 


Cash provided by (used for) operations 
Net earnings 
Items not affecting cash 
Depreciation and amortization 
Gain on reduction of ownership in subsidiary 
and associated companies 
Non-controlling interest 
Deferred income taxes 
Equity in net earnings of associated companies 
lower than (in excess of) dividends received 
Other non-cash items 


Operating cash flow 
(Increase) decrease in working capital 
Other items 


Cash flow from operations 


Notes 


Cash provided by (used for) investments 
Capital expenditures 
Investments 
Long-term notes and other receivables 
Divestitures 
Other items 


Dividends declared 
By BCE Inc. 
Preferred shares 
Common shares 
By subsidiaries to non-controlling interest 


Free cash flow 


Cash provided by (used for) financing 
Notes payable and bank advances 
Addition to long-term debt 
Reduction of long-term debt 
Issue of preferred shares 
Redemption of preferred shares 


Redemption of retractable preferred shares by a subsidiary 


Issue of common shares 

Purchase of common shares for cancellation 

Issue of preferred and common shares by subsidiaries 
to non-controlling interest 

Other items 


Net increase (decrease) in cash and short-term investments 
Cash and short-term investments at beginning of year 


Cash and short-term investments at end of year 


ES) 


($ millions ) 
1994 


1,178 
2,071 


(151) 
314 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. ACCOUNTING POLICIES 


The financial statements have been prepared in accordance with Canadian generally accepted accounting principles (GAAP) and all 
amounts are in Canadian dollars unless otherwise indicated. Certain comparative figures in the consolidated financial statements 
have been reclassified to conform with the current year presentation. 

Most of BCE's telecommunications subsidiary and associated companies are subject to regulation, including examination of 
their accounting practices, by the Canadian Radio-television and Telecommunications Commission (CRTC). The application of 
regulatory accounting practices assumes that the rates, which are adequate to recover costs over time, can be charged and collected 
from customers. The CRTC has determined to fundamentally restructure the manner in which it regulates the telephone companies 
under its jurisdiction, including Bell Canada. In 1996, the CRTC completed certain proceedings to implement a framework for 
increased competition and reduced regulation for which CRTC decisions are expected in 1997. Since the outcome of these proceed- 
ings and their impact cannot reasonably be determined, the accounting practices being followed by regulated entities continue to 
reflect those previously approved and reviewed by the CRTC. It is possible however, that events in the regulatory environment 
could require changes in the accounting practices in the future. These changes in accounting policies could require a reassessment 
of the appropriateness of the carrying values of assets and liabilities established under existing regulatory accounting practices. 

With respect to the financial statements of BCE Inc. (the Corporation) and its consolidated subsidiaries (collectively BCE), 
the important differences between Canadian and United States GAAP are described and reconciled in Note 14. 


CONSOLIDATION 


The financial statements of entities which are controlled by the Corporation are consolidated; entities which are jointly controlled 
by the Corporation, referred to as joint ventures, are accounted for using the proportionate consolidation method, associated 
companies, which the Corporation has the ability to significantly influence, generally representing 20% to 50% ownership, are 
accounted for using the equity method, investments in other companies are accounted for using the cost method. 

[ntercompany earnings on the sales of telecommunications equipment from Northern Telecom Limited (Nortel) to the 
regulated subsidiaries of BCE are deemed to be realized and are not eliminated on consolidation. The sales price on such equipment 
is recognized for rate-making purposes by the CRTC and other regulators. All other significant intercompany transactions have 
been eliminated in the consolidated financial statements. 


USE OF ESTIMATES 


The preparation of financial statements in conformity with generally accepted accounting principles requires management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities 
at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results 
could differ from those estimates. 


DEPRECIATION AND AMORTIZATION 


Depreciation and amortization of capital assets, including software acquired and developed internally, are generally computed using 
the straight-line method, with rates based on the estimated useful lives of the assets. The rates used by the regulated entities are 
reviewed and approved by the CRTC as part of the rate setting process. 


RESEARCH AND DEVELOPMENT (R&D) 


R&D costs are charged to earnings in the periods in which they are incurred, except for costs incurred pursuant to specific contracts 
with third parties, which are charged to earnings in the same period as the related revenue is recognized. Related investment tax 


credits reduce R&D expense in the same period in which the related expenditures are charged to earnings, provided there is reason- 
able assurance the benefits will be realized. 


INVENTORIES 


Inventories are valued at the lower of cost (calculated generally ona first-in, first-out basis) and net realizable value. The cost of 
finished goods and work in process inventories is comprised of material, labour and manufacturing overhead. 
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1. ACCOUNTING POLICIES (continued) 


TRANSLATION OF FOREIGN CURRENCIES 


Self-sustaining foreign operations, which comprise most of the Corporation's foreign subsidiaries and associated companies, are 
those whose economic activities are largely independent of those of the parent company. Assets and liabilities are translated at 
exchange rates in effect at the balance sheet date. Revenues and expenses are translated at average exchange rates prevailing during 
the year. Resulting unrealized gains or losses, net of related hedging activities, are accumulated in and reported as currency trans- 
lation adjustment in shareholders’ equity. On reduction of such investments or on the payment of dividends by a self-sustaining 
foreign operation, an appropriate portion of the currency translation adjustment is recognized in earnings. 

Integrated foreign subsidiaries are financially or operationally dependent on the parent company. Monetary assets and 
liabilities are translated at the exchange rates in effect at the balance sheet date. Non-monetary assets and liabilities are translated 
at historical rates. Revenues and expenses are translated at average rates for the period. Translation exchange gains or losses of inte- 
grated foreign subsidiaries and those foreign subsidiaries operating in hyperinflationary economic environments are reflected in 
net earnings. 

Unrealized translation gains and losses on assets and liabilities denominated in foreign currencies are reflected in net earnings 
for the year, except for gains and losses on long-term monetary assets and liabilities, such as long-term debt, which are reported as 
deferred charges or other long-term liabilities and amortized to earnings on a straight-line basis over the remaining lives of the 
related items. 


FINANCIAL INSTRUMENTS 
BCE uses a combination of financial instruments to manage its interest and foreign exchange risk exposures. BCE does not actively 
trade derivative financial instruments. 

Gains and losses on forward contracts and cross currency swaps used to hedge foreign investments are deferred and reported 
as part of the currency translation adjustment in shareholders’ equity. Gains and losses on forward contracts and cross currency swaps 
used to manage exposure to foreign exchange rates are recognized on the same basis as the gains and losses on the underlying debt. 
Amounts receivable or payable under interest rate swaps are accrued and recorded as adjustments to interest expense. Gains and 
losses related to hedges of anticipated transactions are deferred and recognized in earnings or recorded as adjustments of carrying 
values when the hedged transaction occurs. Any premiums paid with respect to financial instrument contracts are deferred and 
expensed to earnings over the contract period. 


GOODWILL 

Goodwill represents the excess of the cost of investments over the fair value of the net assets acquired and is being amortized to 
earnings ona straight-line basis, over estimated lives ranging from 10 to 40 years. The carrying value of goodwill is evaluated for 
potential permanent impairment on an ongoing basis. In order to determine whether permanent impairment exists, BCE's manage- 
ment considers each business unit's financial condition, as well as expected pre-tax earnings, cash flows or market-related values. 
Any permanent impairment in the value of goodwill is written off against earnings in the year the impairment is recognized. Total 
goodwill amortization charged to operations, including that in equity in net earnings of associated companies, amounted to 

$95 million in 1996, $90 million in 1995 and $57 million in 1994. 


POSTEMPLOYMENT BENEFITS 

The Corporation and most of its subsidiaries provide various disability plans, workers’ compensation and medical benefits to former 
or inactive employees, their beneficiaries and covered dependents, after employment but before retirement, under specified circum- 
stances. The cost of providing these benefits is charged to earnings as expenditures are incurred. 
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1. ACCOUNTING POLICIES (continued) 


POSTRETIREMENT BENEFITS 

The Corporation and most of its subsidiary companies provide pension and certain health care and life insurance benefits for 
employees on retirement. The accounting for pension costs is outlined in Note 12. The cost of the other benefits is generally 
charged to earnings as expenditures are incurred. 


INCOME TAXES 

The Corporation and its subsidiaries other than those which are regulated carriers use the deferral method of accounting for income 
taxes. The regulated carriers use the liability method of accounting for income taxes whereby deferred income tax balances are 
adjusted to reflect changes to income tax rates. The resulting adjustments are taken into earnings in the year in which the changes 
occur. The deferred income tax balances reported on the consolidated balance sheet result from timing differences in the recognition 
of income and expense for financial statement and income tax purposes. 


BUSINESS TRANSFORMATION PROGRAM AND WORKFORCE REDUCTION COSTS 

In March 1995, Bell Canada announced that, as a key element in its three-year transition plan to restore its financial strength, 

it would be implementing a business transformation program (business transformation) which is expected to result in substantial 
ongoing cash benefits principally through cost structure reduction. Business transformation follows earlier workforce reduction 
programs aimed at reducing Bell Canada’s cost structure. Consistent with the methodology directed by the CRTC for earlier work- 
force reduction programs, business transformation costs, representing workforce transition and process optimization costs, are 
deferred and amortized on a straight-line basis over a five-year period. Business transformation costs also include amounts spent on 
capital expenditures which are accounted for in accordance with Bell Canada's ongoing policies for property, plant and equipment. 


2. SEGMENTED INFORMATION 


BCE operates the following business segments: 
Canadian Telecommunications — provides a full range of telecommunications services in Canada; 


Nortel — provides research, design, development, manufacture, marketing, sale, installation, financing, support and servicing of 
switching networks, enterprise networks, wireless networks, broadband networks and other products and services; 


Bell Canada International (BCI) — is active in the wireline, cable/phone and wireless segments of the telecommunications industry, 
principally in the United Kingdom, the United States, South America and Asia; 


Directories — publishes telephone and other directories in Canada and internationally, and 


Corporate — BCE Inc. is a strategic management company whose major activities include strategy development, human resources 
management, capital allocation, goal setting and performance monitoring. Corporate results include interest expense, gains and 
losses on disposal of corporate investments, administrative expenses and related income taxes. 
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2. SEGMENTED INFORMATION (continued) 


eo 


$ millions 
Business segments Canadian 
Telecommunications Nortel BCI Directories Corporate _. Eliminations Total 
1996 
Revenues 9,851 17,511 (i) 221 | 556 28 - 28,167 
Operating profit 2,148 1,470 26 112 (71) - 3,685 
Net earnings (loss) (ii) 777 435 10 56 (126) - 1,152 
Assets 22,807 14,911 2,986 262 1,712 (1,417) 41,261 
Capital expenditures 2,229 823 66 6 4 ~ 3,128 
Depreciation and amortization 2,616 753 36 10 19 ~ 3,434 
BCE investments, at equity (iii) 9,115 3,108 2,056 47 543 - 14,869 
~ 1995 
Revenues 9.174 14,626 (i) 223 570 31 - 24,624 
Operating profit 1,979 1,022 4 107 (56) - 3,056 
Net earnings (loss) (ii) 574 334 (66) 50 (110) - 782 
Assets 22,606 12,888 2,662 267 2,078 (1,640) 38,861 
Capital expenditures 1.973 790 76 5 10 - 2,804 
Depreciation and amortization 2,242 681 25 9g |e} - 2,970 
BCE investments, at equity (iii) 9,033 2,017 2,083 39 874 - 14,646 
1994 : 
Revenues 8,868 127137 @) 138 518 9 - 21,670 
Operating profit MEPIS 575 (52) 107 (55) - 2,810 
Net earnings (loss) (ii) 809 291 162 45 (129) ~ pigs’ 
Assets 22,297 12,408 Pag ele; — 208 1,956 (1,411) 38,193 
Capital expenditures 1,983 532 110 6 180 - 2,811 
Depreciation and amortization 2.205 623 28 8 Wi - 2,871 
BCE investments, at equity (iii) 9,291 2,360 2,099 39 985 - 14,774 


(i) Nortel revenues comprise revenues from: 
See ee eee eee ee 


($ millions) 

1996 1995 1994 

Bell Canada 733 663 585 
Other telecommunications subsidiary and associated companies of BCE 405 344 300 
peu eustO Del tO) Rei ree 
17,511 14,626 127137 


Telecommunications equipment manufacturing sales of Nortel to BCE and associated companies are made on arm's length terms. Sale prices and terms are based 
on those prevailing in the market for equivalent material and services under comparable conditions. 
(ii) Represents each segment's contribution to BCE's net earnings. 


(iii) Investments are reported on an “equity” basis and comprise BCE's cumulative investment made in each operating business segment plus BCE's share of the 
cumulative segment earnings less dividends received from the segment. 


2. SEGMENTED INFORMATION (continued ) 


($ millions) 
Geographic segments (i) Canada us: Europe Other Eliminations Total 
1996 
Revenues 16,191 11,545 4,905 1,784 (6,258) 28,167 
Transfers between geographic areas (3,785) (1,454) (813) (206) 6,258 - 
Revenues from customers 12,406 10,091 4,092 1,578 ~ 28,167 
Operating earnings before R&D expense 3,238 2,441 825 45 - 6,549 
Identifiable assets 26,879 6,800 6,741 2,215 (1,374) 41,261 
1995 
Revenues 14,939 8,937 4,052 1,541 (4,845) 24,624 
Transfers between geographic areas (3,261) (887) (522) (175) 4,845 - 
Revenues from customers 11,678 8,050 Sroou 1,366 ~ 24,624 
Operating earnings before R&D expense 2,884 1,881 598 65 - 5,428 
Identifiable assets 26,615 5763 6,129 2,053 (1,699) 38,861 
1994 
Revenues 14,190 8,058 2251 798 (3,627) 20,070 
Transfers between geographic areas (2,738) (595) (135) (159) 3,627 - 
Revenues from customers 11,452 7,463 ZAG 639 - 21,670 
Operating earnings before R&D expense 3,022 1,744 354 (12) - 5,108 
Identifiable assets 26,297 6,098 6,262 15250 (1,714) 38,193 


Export sales, defined as revenue in Canada from customers outside of Canada, and intercompany transfers out of Canada, amounted 
to $4,136 million, $3,721 million and $3,289 million for the years ending December 31, 1996, 1995 and 1994, respectively. 


($ millions) 
Earnings Interest expense, 
income taxes 
and non- 
Operating earnings R&D Operating controlling 
before R&D expense expense earnings interest Net earnings 
1996 6,549 2,471 4,078 2,926 1,152 
1995 5,428 Do. 3,294 2,02 782 
1994 5,108 1,606 3502 2,324 bees 


(i) The point of origin (the location of the selling organization) of revenues and the location of the identifiable assets determine the geographic areas. 
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3. OTHER INCOME 


—— ee ne 


($ millions) 

1996 1995 1994 

Gain on reduction of ownership in subsidiary and associated companies (a) 111 14 151 
Gain on disposal of investments 

The Bank of Nova Scotia (b) 34 = = 

CLEAR Communications Limited (c) 81 - ~ 

Clearnet Communications Inc. (d) 60 - - 

Optical fiber businesses (e) - - 179 

Other (f) 13 55 - 

Equity in net earnings of associated companies 7 42 L13 

Interest income 162 233 199 

Other (75) (106) 50 

393 238 692 


(a) In December 1996, BCI recognized a gain of $85 million on the reduction of its ownership, from 42.2% to 32.5%, in Bell 
Cablemedia plc (BCM), that resulted from Cable & Wireless plc's investment of US $338 million to purchase treasury shares repre- 
senting 22.64 % of BCM'’s voting shares. During 1996, Nortel recognized a gain of $26 million on the reduction of its ownership, 
from 100% to 72.9%, in Entrust Technologies Inc., as a result of the issuance of Entrust shares. 

In March 1995, BCI recognized a gain of $14 million on the reduction of BCM's share of ownership in Videotron Holdings 
plc (Videotron) from 30.8% to 26.2%, as a result of Videotron’s completion of an initial public offering of US $140 million represent- 
ing approximately 15% of its share capital. 

In July 1994, BCI recognized a gain of $151 million on the reduction of its ownership, from 80% to 42.2%, in BCM, that 
resulted from BCM's acquisition of additional U.K. cable properties and initial public offering. 


(b) In June 1996, BCE Inc. realized a gain of $34 million on the disposal of all of its common shares of The Bank of Nova Scotia. 
(c) In March 1996, BCI sold its interest in CLEAR Communications Limited and realized a gain of $81 million. 


(d) In March 1996, BCE Mobile Communications Inc. sold its interest in Clearnet Communications Inc. resulting in a gain of 
$60 million. 


(e) In February 1994, Nortel completed the sale of its optical fiber and fiber cable manufacturing facility in Saskatoon, Saskatchewan, 
resulting in a gain of $132 million. In December 1994, Nortel sold its connection, protection and optical fiber management systems 
businesses, resulting in a gain of $47 million. 


(f) During 1995, BCE sold portfolio investments in Pairgain Systems Inc. and Plaintree Technologies Inc. and realized aggregate 
gains of $55 million. 


Re 


4. INCOME TAXES 


A reconciliation of income taxes at Canadian statutory rates with the reported income taxes follows: 


ee 


($ millions ) 
iis A996 ow wo 19995) 
Earnings before income taxes and non-controlling interest 
Canadian 1,474 Ls2t 1,942 
Other ye bee So ee 1,303) 164) ae 
Total earnings before income taxes and non-controlling interest 7a A 0 hia 1,968 2.201 
Statutory income tax rate in Canada 42.2% 42.2% 41.9% 
Income taxes at Canadian statutory rates 1,172 830 947 
Large corporations tax 31 a7 31 
Deferred tax adjustment 14 ~ (44)* 
Difference between Canadian statutory rates 
and those applicable to foreign subsidiaries (94) (53) (26) 
Equity in net earnings of associated companies (3) (18) (47) 
Gain on reduction of ownership in subsidiary and 
associated companies (18) (6) (63) 
Gain on disposal of investments (14) (9) (33) 
Other Se aa ee 3o ee 4 
Total income taxes 1,118 819 769 
Details of income taxes: 
($ millions) 
1996 1995 1994 
Income taxes 
Canadian 658 536 632 
OHH i i! ee 460 28s ae 137 
1,118 819 769 
Income taxes 
Current 1,010 5/3 719 
Deferred 108 246 50 
1,118 819 769 


Deferred income taxes result from deductions for tax purposes, principally in respect of buildings, plant, machinery and equipment, 
and business transformation program and workforce reduction costs, in excess of amounts currently charged to earnings. 


*In accordance with a July 1989 CRTC Telecom decision, a $293 million deferred tax adjustment was recorded by BCE in 1989 and 
amortized as a reduction of the income taxes over a five-year period ended September 1994. 
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5. SUPPLEMENTARY BALANCE SHEET INFORMATION 


ee 


($ millions) 
At December 31 1996 1995 
Accounts receivable 
Trade receivables (a) 7,072 6,185 
Provision for uncollectibles (180) (114) 
6,892 6,071 
Inventories 
Raw materials 579 552 
Work in process 470 398 
Finished goods 1,408 Malt 
2,457 2,361 
Deferred charges (b) 
Deferred business transformation costs 796 308 
Deferred workforce reduction costs 220 204 
less: accumulated amortization CEE co ote (76) 
Deferred business transformation and workforce reduction costs, net (c) 803 436 
Deferred pension asset (Note 12) 658 381 
Unrealized foreign currency losses, net of amortization 115 133 
Debt issue expenses, net of amortization 94 105 
Amounts receivable under cross currency contracts 82 164 
Oe NR a Boe CAR ras 
2,165 1,567 
Debt due within one year 
Bank advances 66 68 
Notes payable (d) 951 878 
Bee ceumdebedvesaiim one yer ahah ety ht gmat 773, 1138 
. 1,790 2,084 


(a) Bell Canada and Nortel have programs to sell trade receivables on a revolving basis, and had sold, with limited recourse, accounts 
receivable for cash proceeds of $1,202 million and $994 million at December 31, 1996 and 1995, respectively. 


(b) Amortization of deferred charges for the year 1996 amounted to $319 million ($159 million in 1995). 


(c) In addition, deferred business transformation costs related to capital expenditures of $142 million ($32 million in 1995) are 
included in the appropriate capital assets categories in buildings, and machinery and equipment, and depreciated based on their 
estimated useful lives. In 1996, the amortization of deferred business transformation and workforce reduction costs amounted to 
$137 million ($48 million in 1995). 


(d) Notes payable are issued in Canadian and U.S. dollars at market rates for commercial paper. The notes payable in U.S. dollars 
amounted to $247 million (US $180 million) at December 31, 1996 ($722 million (US $529 million) in 1995), a portion of which 
had been swapped to Canadian dollar principal and interest. 
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6. INVESTMENTS IN ASSOCIATED AND OTHER COMPANIES 


(Investments accounted for using the equity method, except where otherwise noted) 


Ownership (% ) ($ millions) 
At December 34 1996 1995 1996 ee pigud 998 
Canadian Telecommunications 
Teleglobe Inc. 24.3* 24.3* 273 260 
Maritime Telegraph and Telephone Company, Limited (a) 35.5 36.1 182 180 
Bruncor Inc. 45.0 45.0 170 164 
Telesat Canada (b) 58.7 56.0 158 149 
Expressvu Inc. (c) 39.5 33.3 14 5 
Other 79 56 
Investments, at cost 40 Te. 
Nortel 
FIMACOM 25 23 
ICL PLC, at cost 157 142 
Investments, at cost 81 70 
Other 4 7 
BCI 
Mercury Communications Limited (d) 20.0 20.0 1,153 1.126 
Jones Intercable, Inc. (e) 30.3* 30.25 417 447 
Bell Cablemedia ple (d) 32.5 42.2 378 357, 
CLEAR Communications Limited - 25:0 - 40 
Other 37 La 
Investments, at cost 4 4 
Directories 14 he 
Corporate 
The Bank of Nova Scotia, at cost - 300 
Investments, at cost 49 29 
Total investments in associated and other companies (f) 3,235 3,470 


* Fully diluted 
(a) Maritime Telegraph and Telephone (MT&T) 


BCE's 35.5% interest represents 10,254,058 common shares in 1996 and 1995. A Nova Scotia statute provides that no more than 


1,000 shares of MT&T may be voted by any one shareholder. 


(b) Telesat Canada 
At December 31, 1996 and December 31, 1995, BCE's voting interest was 26.1%. 


(c) Expressvu 


At December 31, 1996, additional Expressvu common shares representing 31.2% of such class were held by an independent trustee, 


pending consideration by the CRTC of an application seeking its approval of their transfer to BCE Inc. 
(d) Bell Cablemedia (BCM) 


On October 22, 1996, an announcement was made by BCI, Cable & Wireless plc (Cable & Wireless) and NYNEX Corporation of 


proposals to combine, through a series of transactions, the operations of Mercury with those of BCM, as enlarged by the acquisition 
of Videotron Holdings plc, and NYNEX CableComms Group, to create Cable & Wireless Communications plc (CWC). 
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6. INVESTMENTS IN ASSOCIATED AND OTHER COMPANIES (continued ) 


(d) Bell Cablemedia (BCM) (continued) 

Such proposed combination is to be accomplished through a series of transactions. The first of such transactions, being the 
acquisition by BCM of a further 55.6% interest in Videotron at a purchase price of approximately US $606.2 million thereby 
increasing its interest to 81.7%, was completed on December 17, 1996. Such acquisition was funded, in part, by the subscription, in 
December 1996, by a subsidiary of Cable & Wireless for additional shares of BCM for a purchase price of US $338 million, thereby 
increasing its interest in BCM from 12.8% to 32.5% (see Note 3(a)). On January 8, 1997, BCM made an unconditional cash offer to 
purchase all remaining outstanding Videotron shares not already owned by it or its subsidiaries for US $19.75 net per American 
Depositary Share (or US $3.95 net per ordinary share) pursuant to an Offer to Purchase which was filed with securities regulators in 
the U.K. and the U.S. The Offer to Purchase expired on February 21, 1997 and, as of such date, BCM held approximately 99.9% of 
the issued equity share capital of Videotron. BCM has commenced a compulsory acquisition procedure enabling it to acquire all 
of the issued equity share capital of Videotron not already owned by it. 

Another of such transactions, being the purchase by Cable & Wireless of 5.17% of the equity of Mercury from BCI for 
$335.7 million (£ 150 million), was completed on January 17, 1997, thereby increasing Cable & Wireless’ interest in Mercury from 
80% to approximately 85.2% and decreasing BC's interest in Mercury from 20% to approximately 14.8%. BCI realized a net gain of 
$34 million on this transaction, which will be included in the 1997 first quarter results. 

The remainder of such transactions are currently scheduled to take place during the first half of 1997. The completion of such 
transactions is subject to a number of pre-conditions, including (among other things) receipt of certain shareholder consents, regula- 
tory approvals and tax clearances, many of which are not within BCI's control. Assuming completion of all such transactions, the 
fully diluted share capital of CWC will be owned 14.2% by BCI, 52.6% by Cable & Wireless, 18.5% by NYNEX Corporation, and 
the remainder by public shareholders. 


(e) Jones 

During 1994, BCE acquired a 29.9% interest (fully diluted) in Jones, 12.8% voting interest, for a total cash consideration of 

US $259 million and interests in other Jones assets for US $35 million. In addition, BCE paid US $55 million for an option to acquire 
a controlling interest in Jones. This option will be exercisable in 2002, or earlier under certain circumstances. BCE has also committed 
to participate in future equity financing for up to an additional US $141 million in order to finance the growth of Jones. 


(f) The goodwill implicit in investments in associated and other companies amounted to $911 million at December 31, 1996 
($902 million in 1995). 


7. CAPITAL ASSETS, NET 


($ millions) 

At December 31 1996 1995 
Net Net 

Cost book value Cost book value 

Plant 25,484 14,406 24,252 14,531 
Machinery and equipment 9,706 4,253 9,153 3,902 
Buildings 4,157 2,692 4,041 2,685 
Plant under construction 327 327 696 696 
Land 258 258 252 202 
ie 592 50 ee 589 531 
>. 40,524 22,475 38,953 22,597 


Depreciation and amortization of capital assets for the year 1996 amounted to $3,080 million ($2,790 million in 1995). 
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8. LONG-TERM DEBT 


Effective 1996, BCE retroactively changed its presentation of financial instruments to conform with new requirements from the 
Canadian Institute of Chartered Accountants. Amounts receivable or payable under cross currency contracts, previously reported as 
reductions or increases of long-term debt, have been reclassified to deferred charges or liabilities, as appropriate. These changes have 


the effect of increasing previously reported long-term debt by $44 million. 


At December 314 1996 
BCE Inc. 
10.375% Series 5 Notes due 1996 - 
8.5% Series 6 Notes due 1997 250 
9% Series 7 Notes due 1997 300 
8.375% Series 9 Notes (£ 125 million) due 1998 (a) 293 
7.125% Series 10 Notes due 1998, swapped to U.K. pounds principal 
and interest of 6.815% (a) 300 
8.75% Series 11 Notes due 1999 200 
7.813% Series 12 Notes (£ 50 million) due 1999, swapped to Canadian dollar 
principal and interest of 8.82% 117 
9.95% Series 13 Notes due 2000 173 
8.95% Series 8 Notes due 2002, swapped to U.K. pounds principal 
and interest of 9.232% (a) 300 
LIBOR* plus 0.25% term credit facility (US $400 million) due 2002, swapped 
to Canadian dollar principal and interest with fixed rate of 7.722% to 2000 548 
Other - 
Total - BCE Inc. 2,481 
Weighted 
average rate 
of interest 
% 1996 
Bell Canada 
Debentures and notes (b) 
Due 1996 F = 
TOS 20 8.43 175 
1998 8.61 475 
1999 9.60 600 
2000 9.30 533 
2001 730 150 
2002 - 2011 9.45 2,955 
2012 - 2054 10.01 1,075 
Subordinated debentures 
Due 2026 - 2031 8.21 275 
Other = 47 
Total - Bell Canada 6,285 


*London Interbank Offered Rate 
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($ millions ) 


1995 


250 
250 
300 
265 


300 
200 


106 
173 


8. LONG-TERM DEBT (continued) 


eee 


At December 34 1996 
Nortel 
9.6% Notes (US $60 million) due in equal annual installments - 
8.25% Notes (US $250 million) due 1996, swapped to U.K. pounds principal and 
interest of 10.60% (c) “ 
7.45% Notes due 1998, swapped to U.K. pounds principal and 
interest with average floating rate of 5.89% (c) 300 
8.75% Notes (US $250 million) due 2001, swapped to U.K. pounds principal and 
interest of 10.75% (c) 342 
6.875% Notes (US $300 million) due 2002 410 
6% Notes (US $200 million) due 2003 274 
7.4% Notes (US $150 million)-due 2006 (d) 205 
6.875% Notes (US $200 million) due 2023 274 
7.875% Notes (US $150 million) due 2026 (d) 205 
Other 272 
Total - Nortel 2,282 
Other subsidiaries 1,538 
Total long-term debt 12,586 
Less: due within one year 773 
Long-term debt 11,813 


($ millions) 


"995 


82 


PaO: 
1,472 
13,062 


1,138 


11,924 


(a) Series 8, Series 9 and Series 10 are designated as a hedge against foreign currency exposure relating to BCE's investments in the U.K. 


(b) Debentures and notes include US $400 million maturing in 2006 and 2010; 300 million Swiss francs, due 2003, and Canadian 
$380 million, due 1998 and 1999, swapped into US. dollar obligations as to principal and interest obligations; and 150 million 
German marks, due 2000, swapped into Canadian dollar obligations as to principal and interest obligations. In addition, $1.25 billion 
of long-term debt includes call options permitting early repayment of the principal amounts upon payment of certain premiums. 


(c) Designated as a hedge against foreign currency exposure relating to Nortel's net investment in the U.K. 
(d) Notes issued by Northern Telecom Capital Corporation, an indirect wholly-owned finance subsidiary of Nortel. The payment 


of principal of, premium, if any, and interest on, such Notes is wholly and unconditionally guaranteed by Nortel. 


Long-term debt maturities during each of the next five years are summarized below: 


($ millions ) 
Years ending December 31 1997 1998 1999 2000 2001 
BCE Inc. 550 593 SL. 173 - 
Bell Canada 196 487 602 535 152 
Nortel 7 401 12 43 448 
pe eo ie eee ees lath obese Sibased St te 
Total maturities | 773 1,692 970 1,095 842 


At December 31, 1996, unused bank lines of credit, for general corporate purposes and to support commercial paper borrowings, 
generally at the banks’ prime rate of interest, amounted to approximately $4.9 billion. 
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9. FINANCIAL INSTRUMENTS 


RISK MANAGEMENT 

BCE Inc. uses forward contracts and cross currency swaps to hedge its foreign currency denominated notes payable and a por- 
tion of its foreign currency denominated long-term debt against fluctuations in foreign exchange rates. BCE Inc. uses a combination 
of foreign currency denominated long-term debt, cross currency swaps and forward contracts to limit its exposure to fluctuations in 
foreign exchange rates on its foreign investments. The Corporation also uses interest rate swaps to manage its exposure to interest 
rate fluctuations. 

Bell Canada uses cross currency swaps and forward contracts to manage its foreign currency and interest rate positions. Bell 
Canada generally uses these derivative contracts to reduce its financing costs and to diversify Bell Canada's access to capital markets. 

Nortel enters into long-term cross currency swaps and short-term forward contracts to limit its exposure to fluctuations in for- 
eign exchange rates on its investments in the U.K. and in France. Nortel enters into option contracts to limit its exposure to foreign 
exchange fluctuations on future revenue and expenditure streams. Nortel also enters into forward contracts to limit its exposure to 
foreign exchange fluctuations on existing assets and liabilities and on future revenue and expenditure streams. Nortel also uses inter- 
est rate swaps to minimize financing costs on long-term debt and to manage the risk of interest rate fluctuations on existing liabilities 
and receivables. 


CURRENCY EXPOSURES 


The terms of the cross currency contracts essentially match the terms of the underlying debt. The following table summarizes the 
debt-related strategies to manage the exposure to fluctuations in foreign exchange rates, as at December 31, 1996: 


Before-hedging strategies After-hedging strategies 

Canadian Foreign Canadian Foreign 

($ millions) Total dollars Currency dollars Currency 
Long-term debt 

BCE Inc. 2,481 1523 958 1,588 893 

Bell Canada 6,285 5,268 1,017 5,022 1263 

Nortel 2282 300 1,982 - 2282 

Other subsidiaries =. 1 938 var bel 817 721 1,023 515 

Total long-term debt 12,586 7,908 4,678 7,633 4,953 

Notes payable 951 678 213 821 130 


Amounts to be received under cross currency swaps and forward contracts include £ 170 million, DM 150 million, FF 64 million, 
SF 300 million, US $1,961 million and $2,384 million. 


Amounts tee under cross currency swaps and forward contracts include £ 1,187 million, FF 2,057 million, US $1,221 million and 
$1,154 million. 


INTEREST RATE EXPOSURES 


Substantially all long-term debt is issued at fixed interest rates and notes payable are issued at market rates for commercial paper. 
The terms of the interest rate swaps are related to the debt and are principally between three and ten years in duration. The following 
table summarizes the debt-related strategies to manage the exposure to interest rate fluctuations, as at December 31, 1996: 


Before-hedging strategies After-hedging strategies 

Fixed Floating Fixed Floating 

($ millions) Total interest rate interest rate interest rate interest rate 
Long-term debt 

BCE Inc. 2,481 1,933 548 2,481 ce 

Bell Canada 6,285 6,285 - 6,285 - 

Nortel 2,282 2 111 L871 411 

Other subsidiaries 1 1938 119555 343 1,195 343 

etalon eeadent ip be io ae Some eee 

Notes payable 951 408» 543 408 543 


9. FINANCIAL INSTRUMENTS (continued) 


CREDIT RISK 

BCE is exposed to credit risk in the event of non-performance by counterparties, but does not anticipate non-performance by any 
of the counterparties. BCE deals only with highly-rated financial institutions and monitors the credit risk and credit standing of 
counterparties on a regular basis. BCE manages its exposure so that there is no substantial concentration of credit risk resulting 
from interest rate swaps, cross currency swaps and forward contracts. In addition, BCE is exposed to credit risk from customers and 
suppliers. However, BCE's businesses have a large number of diverse customers and suppliers which minimizes the concentration 
of this risk. 


FAIR VALUE 

Fair values approximate amounts at which financial instruments could be exchanged between willing parties, based on current mar- 
kets for instruments of the same risk, principal and remaining maturities. Fair values are based on estimates using present value and 
other valuation techniques which are significantly affected by the assumptions used concerning the amount and timing of estimated 
future cash flows and discount rates which reflect varying degrees of risk. 

Therefore, due to the use of subjective judgement and uncertainties, the aggregate fair value amount should not be interpreted as 
being realizable in an immediate settlement of the instruments. 


At December 31, 1996 and 1995, the carrying value of all financial instruments approximates fair value with the following exceptions: 


1996 1995 
Carrying Carrying 
($ millions) value Fair value value Fair value 
Long-term notes and other receivables (a) 960 987 785 785 
Long-term debt due within one year 773 789 1138 1,158 
Long-term debt 11,813 13,063 11,924 12,868 
Retractable preferred shares (b) 122 138 2742 300 
Derivative financial instruments, asset (liability) position: 
Cross currency swaps 
Assets 68 71 141 179 
Liabilities (190) (202) (104) (140) 
Forward contracts 
Assets 14 20 14 14 
Liabilities (70) (60) (2) 6 
Interest rate swaps 
Assets = es = = 
Liabilities - (16) = (33) 
Options 
Assets = - "4 , 
Liabilities = (12) z ZS 


CE eee eee nen rn eee eee ee nee nee eee ere eee —————eee 


(a) Accounts receivable securitization balances are summarized in note 5. Long-term receivables of Nortel of approximately 
$367 million and $526 million had also been sold, with limited recourse, as at December 31, 1996 and 1995, respectively. 


(b) Preferred shares, having liability characteristics, issued by subsidiaries to non-controlling interest, have been reclassified to other 
long-term liabilities with dividends treated as interest expense. 


GUARANTEES | i 
At December 31, 1996, BCE had outstanding guarantees of $550 million ($667 million in 1995) representing financial, bid, 
performance and advance payment guarantees issued in the normal course of business. 


CUSTOMER FINANCING ; l 
Pursuant to certain financing agreements, Nortel is committed to provide future financing in connection with meet Nortel's. 
products and services. These commitments totalled approximately US $2.1 billion as at December 31, 1996 (US $650 million 

in 1995). 
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10. PREFERRED SHARES 


AUTHORIZED 

The articles of incorporation of the Corporation provide for an unlimited number of First Preferred Shares and Second Preferred 
Shares. The articles authorize the Directors to issue such shares in one or more series and to fix the number of shares of each series, 
and the conditions attaching to them. 


a  ———————————————————————————————————— 


At December 34 1996 1995 
Outstanding Number Stated Number Stated 
of shares capital of shares capital 
($ millions) ($ millions) 
First Preferred Shares 
Series J shares (i) 600 300 600 300 
Series N shares (i) 700 350 700 350 
Series P shares (ii)(v) 16,000,000 400 16,000,000 400 
Series Q shares (iii)(v) 8,000,000 200 = 8,000,000 200 
Series S shares (iii)(v) 8,000,000 5 jan 200 = geet i 
1,450 : 13250 


(i) Series J and Series N Shares 

The Cumulative Redeemable First Preferred Shares, Series J and Series N were issued in private placements at $500,000 per share in March 1989 and October 1989, 
respectively, The dividend rate on both series is determined by one of the following: direct negotiation between the Corporation and holders of the shares; bids 
solicited from investment dealers; or an auction procedure. The dividend rate on both series is currently determined by the auction procedure under which it may not 
exceed 0.4% plus the Bankers’ Acceptance Rate as defined in the Articles of Amendment creating the Series J and the Series N shares. These shares, which are non- 
voting except in certain circumstances when holders are entitled to 5,000 votes per share, are redeemable, at the Corporation's option, for $500,000 per share. 


(ii) Series P shares 

The $1.60 Cumulative Redeemable First Preferred Shares, Series P were issued in June 1995 at $25 per share to yield 6.4%. The Series P preferred shareholders are 
entitled to fixed cumulative annual dividends of $1.60 per share payable quarterly. These shares are convertible, at the holder's option, on or after July 15, 2002 on the 
15th day of January, April, July and October of each year, into that number of common shares of the Corporation determined by dividing $25 by the greater of $3 and 
95% of the weighted average trading price of the Corporation's common shares determined in the manner set out in the Articles of Amendment creating the Series P 
shares, subject to the right of the Corporation to redeem or to find substitute purchasers for such shares. The Corporation may, on or after April 15, 2002, redeem the 
Series P shares at $25 per share or may, subject to the approval of certain stock exchanges, convert such shares into common shares of the Corporation on the same 
basis as described above. The Corporation may, at any time, elect to create a further series of preferred shares into which the Series P shares will be convertible on a 
share-for-share basis at the option of the holder. 


(iii) Series Q and Series S shares 

The Cumulative Redeemable First Preferred Shares, Series Q and Series S were issued in November 1995 and October 1996, respectively, at $25 per share. Holders of 
Series Q and Series S shares are entitled, until December 1, 2000 and November 1, 2001, respectively, to fixed cumulative annual dividends of $1.725 per share (6.9% 
yield), in the case of the Series Q shares, and $1.32 per share (5.28% yield), in the case of the Series S shares, payable quarterly. Thereafter, the Series Q and Series S 
preferred shareholders will be entitled to floating adjustable cumulative dividends payable monthly commencing with the month of January 2001, in the case of the 
Series Q shares, and December 2001, in the case of the Series S shares, with the annual floating dividend rate for the first month equal to 80% of Prime, as defined 

in the Articles of Amendment creating the Series Q and Series S shares. The dividend rate, thereafter, will float in relation to changes in Prime and will be adjusted 
upwards or downwards on a monthly basis based on the market value of the Series Q and Series S shares. These shares are convertible, subject to certain conditions, 
at the holder's option, on December 1, 2000 and on December 1 every five years thereafter, in the case of the Series Q shares, and on November 1, 2001 and on 
November 1 every five years thereafter, in the case of the Series S shares, into Cumulative Redeemable First Preferred Shares, Series R or Series T, respectively, 
described in (v) below of the Corporation on a share-for-share basis. If the Corporation determines that there would be less than one million Series Q or Series S 
shares outstanding on a conversion date, the remaining number of shares shall automatically be converted into an equal number of Series R or Series T shares, respec- 
tively. If the Corporation determines that there would be less than one million Series R or Series T shares outstanding on a conversion date, then no Series Q or Series 
S shares, as the case may be, shall be converted. On December 1, 2000 and on November 1, 2001, respectively, the Corporation may redeem the Series Q and Series S 
shares at $25 per share and subsequent to December 1, 2000 and November 1, 2001, the Corporation may redeem these shares at $25.50 per share at any time. 


(iv) Series R and Series T shares 

On October 25, 1995 and September 25, 1996, respectively, the Board of Directors of the Corporation authorized the creation of 8,000,000 Cumulative Redeemable 
First Preferred Shares of each Series R and Series T. No Series R or Series T shares are currently outstanding. Series R and Series T shares may not be issued by the 
Corporation until December 1, 2000 and November 1, 2001, respectively. Series R and Series T preferred shareholders will be entitled to fixed cumulative dividends 
payable quarterly. The dividend rate applicable to the Series R and Series T shares shall be set by the Corporation prior to the start of each five-year dividend period 
starting with the five-year dividend period beginning on December 1, 2000, in the case of the Series R shares, and November 1, 2001, in the case of the Series T shares. 
Each five-year fixed dividend rate selected by the Corporation shall not be less than 80% of the Government of Canada Yield, as defined in the Articles of Amend- 
ment creating the Series R and Series T shares. The Series R and Series T shares will be convertible, subject to certain conditions, at the holder's option, into Series Q 
shares and Series S shares, respectively, on a share-for-share basis, on December 1, 2005 and on December 1 every five years thereafter, in the case of the Series R 
shares, and on November 1, 2006 and on November 1, every five years thereafter, in the case of the Series T shares. On December 1, 2005 or on December 1 every 

five years thereafter, and on November 1, 2006 or on November 1 every five years thereafter, the Corporation may redeem the Series R or Series T shares, respectively, 
at $25 per share. 


(v) The Series P,Q, R, Sand T shares are non-voting except in certain circumstances when the holders of these shares are entitled to one vote per share. 
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11. COMMON SHARES 


Authorized: an unlimited number of common shares. 


eee 


At December 31 1996 1995 

Number Stated Number Stated 

of shares capital of shares capital 

($ millions) ($ millions) 

Outstanding 317,965,362 6,226 313,820,644 6,011 

Sa ee eee er ee ES 
Changes in the number of common shares outstanding during the last three years: 

1996 1995 1994 

Number Stated Number Stated Number Stated 

of shares capital of shares capital of shares capital 

($ millions) ($ millions) ($ millions ) 


Shares issued 
For cash 
Shareholder Dividend 
Reinvestment and 


Stock Purchase Plan 1,875,921 100) =. 2,228,951 98 2,140,214 102 
Employees’ Savings Plan 1,911,756 99 =2,233,499 OF - 
Exercise of options 428,541 18 5S) Ly, Z 89,836 4 


Conversion of common share 
purchase warrants and 


preferred shares - - 14,200 1 3,000 - 
Shares purchased for cancellation = 00 eS (2) ye ee eee ee I AU eh oi (21) 
4,144,718 215) es SU 427, 198 1,128,450 85 


During the year ended December 31, 1996, the Corporation purchased 71,500 of its common shares, under a normal course issuer 
bid, for an aggregate price of $4.6 million, of which $0.2 million was charged to contributed surplus and $2.9 million was charged to 
retained earnings. During the year ended December 31, 1994, the Corporation similarly purchased 1,104,600 of its common shares, 
for an aggregate price of $52.7 million, of which $3.6 million was charged to contributed surplus and $28.5 million was charged to 
retained earnings. 


SHAREHOLDER DIVIDEND REINVESTMENT AND STOCK PURCHASE PLAN (DRP) 

The Corporation's DRP allows holders of its common shares to invest cash dividends and optional cash payments in newly issued 
common shares of the Corporation. Participants may purchase shares quarterly with common share cash dividends; in addition, 
participants may purchase shares monthly with optional cash payments up to an aggregate sum of $20,000 in each 12-month period 
ending October 15. Optional cash payments amounted to $17 million in 1996, $13 million in 1995 and $17 million in 1994. 

The issue price of DRP shares is the average of the closing prices for a board lot trade of the common shares of the 
Corporation on the Montreal and Toronto stock exchanges on the five trading days immediately preceding the investment date. 
No price discount is offered to participants. At December 31, 1996, 9.5%, at December 31, 1995, 9.8% and at December 31, 1994, 
10% of the number of outstanding common shares was enrolled in the DRP. 

At December 31, 1996, 3,270,525 common shares were reserved for issuance under the DRP. 
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11. COMMON SHARES (continued) 


EMPLOYEES’ SAVINGS PLAN (ESP) 
The ESP enables employees of the Corporation and its participating subsidiaries to acquire BCE Inc. common shares through regular 
payroll deductions plus employer contributions, if applicable. The purpose of the ESP is to encourage employees to own shares of the 
Corporation. Participation at December 31, 1996, was 38,783 employees (42,544 employees in 1995 and 43,706 employees in 1994). 
Common shares of the Corporation are purchased by the ESP Trustee on behalf of the participants on the open market, 
by private purchase or from BCE Inc., as determined from time to time by BCE Inc. The total number of ESP shares purchased on 
behalf of employees, including purchases from the Corporation shown in the table above, was 3,129,596 at December 31, 1996, 
4,052,350 at December 31, 1995, and 3,690,295 at December 31, 1994. 
At December 31, 1996, 5,419,263 common shares were reserved for issuance under the ESP. 


STOCK OPTIONS 
Under the Long-Term Incentive (Stock Option) Program (1985), options may be granted to officers and other key employees of the 
Corporation and of its subsidiaries to purchase common shares of the Corporation at a subscription price of 100% of market value on 
the last trading day prior to the effective date of the grant. The options are exercisable during a period not to exceed ten years. The 
right to exercise options generally accrues over a period of four years of continuous employment. Options are not generally exercis- 
able during the first 12 months after the date of the grant. At December 31, 1996, a total of 936,130 options were outstanding 
(1,193,536 in 1995 and 1,087,495 in 1994) at prices ranging between $36.8125 and $66.70 ($36.8125 and $48.6875 in 1995 and in 
1994), of which 384,533 options were exercisable (669,893 in 1995 and 593, 180 in 1994) at prices ranging between $36.8125 and 
$49.6875 ($36.8125 and $48.6875 in 1995 and in 1994). At December 31, 1996, a total of 4,000,945 common shares remained autho- 
rized for issuance under this Program. 

Simultaneously with the grant of an option, the employee may also be granted the right to a special compensation payment 
(SCP). The amount of any SCP is equal to the increase in market value of the number of the BCE Inc. shares covered by the SCP 
(which may not exceed the number of shares covered by the option to which it is related) from the date of grant of the SCP to the 
date of exercise of the option to which the SCP is related. Shares covered by options granted with respect to any year may not 
exceed 0.5% of the outstanding common shares of the Corporation at the end of the immediately preceding year. 

In addition, SCPs have been granted as follows: 202,349 in 1996, 182,295 in 1995 and 293,171 in 1994. At December 31, 
1996, 856,940 SCPs covering the same number of shares as the options to which they are related are outstanding. 


12. PENSIONS 


The Corporation and most of its significant subsidiary companies maintain non-contributory defined benefit plans that provide for 
pensions for substantially all their employees based on length of service and rate of pay. BCE's funding policy is to make contribu- 
tions to its pension funds based on various actuarial cost methods as permitted by pension regulatory bodies. The companies are 
responsible to adequately fund the plans. Contributions reflect actuarial assumptions concerning future investment returns, salary 
projections and future service benefits. 

The cost of pensions is accrued and charged to earnings over employees’ working lives. Pension expense was calculated 
using a value of assets adjusted to market over periods of up to five years. The weighted average discount rate used in determining 
the accumulated and accrued plan benefits was 8.4% in 1996, 1995 and 1994, and the weighted average assumed long-term rate 
of return on plan assets was 8.5% in 1996 and 1995 and 8.4% in 1994. Beginning in 1994, adjustments to accrued pension benefits 
arising from workforce reduction programs are deferred and amortized over five years in conformity with a CRTC ruling. 


[54 


12. PENSIONS (continued) 


The following table sets forth the financial position of the pension plans and BCE's net pension asset: 


($ millions) 
At December 314 1996 1995 
Plan assets at market values 15,337 12,798 
ee es meatal peace mond pe alans stametly ell nammy ey OES ealiBn ale Uist 
Accumulated plan benefits 10,831 10,235 
Effect of salary projections 1,695 Oo 
Projected plan benefits 12,526 Li,832 
Plan assets in excess of projected plan benefits 2,811 966 
Unrecognized net experience gains (i) (2,536) (1,049) 
Unrecognized net assets existing at January 1, 1987 (i) (83) (79) 
Unrecognized plan amendments (i) ALS eco 
Net pension asset reflected on the consolidated balance sheet 381 119 
Deferred pension asset, included in deferred charges 658 381 
Deferred pension obligation, included in other long-term liabilities Pr 7s THEN NE 9 (262) 
Net pension asset 381 119 
(i) Amortized over the employees’ average remaining working lives (14 years at December 31, 1996). 
The poponents of BCE's pension expense follow: 
($ millions ) 
1996 1995 1994 
Service cost — benefits earned 308 305 298 
Interest cost on projected plan benefits 1,003 944 879 
Expected return on plan assets (1,095) (1,043) (956) 
CTS TTOSTTELG I STE a a a ae ay CAA Ue era 8 
Pension expense 119 253 229 


13. COMMITMENTS AND CONTINGENT LIABILITIES 


LEASE COMMITMENTS 
At December 31, 1996, the future minimum lease payments under capital leases are $27 million. 

At December 31, 1996, the future minimum lease payments under operating leases with initial non-cancellable lease terms 
in excess of one year were $336 million in 1997, $256 million in 1998, $185 million in 1999, $141 million in 2000, $115 million in 
2001 and $516 million thereafter. Rental expense applicable to operating leases for the year 1996 was $512 million, $468 million in 
1995 and $423 million in 1994. 


LITIGATION 

Certain holders of Nortel securities have commenced a class action in the United States District Court for the Southern District 

of New York alleging that Nortel and certain of its officers violated the Securities Exchange Act of 1934 and common law by making 
material misstatements of, or omitting to state, material facts relating to the business operations and prospects and financial condi- 
tion of Nortel. At this stage of this action, Nortel cannot determine whether the action will have a material adverse impact on its 
consolidated financial position or results of operations. 

In addition, in the normal course of operations, BCE becomes involved in various claims and legal proceedings. While the 
final outcome with respect to claims and legal proceedings pending at December 31, 1996, cannot be predicted with certainty, it is 
the opinion of management that their resolution will not have a material adverse effect on BCE's consolidated financial position 
or results of operations. 
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13. COMMITMENTS AND CONTINGENT LIABILITIES (continued ) 


ENVIRONMENTAL MATTERS 

Nortel, primarily as a result of its manufacturing operations, is subject to numerous environmental laws and regulations and is 
exposed to liabilities and compliance costs arising from its past and current generation, management and disposition of hazardous 
substances and wastes. 

At December 31, 1996, the accruals on Nortel's consolidated balance sheet for environmental matters, including those 
referred to below, were US $50 million. It is anticipated that a majority of the accruals will be spent over the next three years. Based 
on information presently available, Nortel's management believes that the existing accruals are sufficient to satisfy probable and 
reasonably estimable environmental liabilities related to known environmental matters. Any additional liability that may result from 
these matters, and any additional liabilities that may result in connection with other sites currently under investigation, are not 
expected to have a material adverse impact on the consolidated financial position or results of operations of Nortel. 

Nortel has remedial activities under way at nine manufacturing sites and seven previously occupied sites. An estimate of 
Nortel's anticipated remediation costs associated with all such sites, to the extent probable and reasonably estimable, is included in 
the environmental accruals referred to above in an approximate amount of US $48 million. 

Moreover, Nortel has been named as a potentially responsible party (PRP) under the U.S. Comprehensive Environmental 
Response, Compensation and Liability Act (CERCLA) at six Superfund sites in the United States and is listed as a de minimis PRP at 
three of these Superfund sites. An estimate of Nortel's share of the anticipated remediation costs associated with such Superfund sites 
is included in the environmental accruals referred to above. 

Liability under CERCLA may be imposed on a joint and several basis, without regard to the extent of Nortel's involvement. 
In addition, the accuracy of Nortel's estimate of environmental liability is affected by several uncertainties such as additional require- 
ments that may be identified in connection with remedial activities, the complexity and evolution of environmental laws and 
regulations and the identification of presently unknown remediation sites. Consequently, Nortel's liability could be greater than 
its Current estimate. 


14. RECONCILIATION OF EARNINGS REPORTED IN ACCORDANCE WITH CANADIAN GAAP witH UNITED States GAAP 


($ millions, except per share amounts) 


1996 1995 1994 
Net earnings - Canadian GAAP 1,152 782 1,178 
Adjustments 

Postretirement benefits other than pensions (a) (62) (63) (57) 
Postemployment benefits (b) 

Impact of change in accounting policy as at January 1, 1994 - - (59) 

Current year impact (9) (28) (6) 

Income taxes (c) (24) (24) (21) 

Pension expense (d) (21) - = 

Foreign exchange (e) 13 44 (34) 

Other (34) (36) = 

Net earnings — U.S. GAAP 1,015 675 1,001 

Net earnings per share - Canadian GAAP 3.40 | 2:23 Swe 

- U.S. GAAP 2.97 1.89 2.94 


The cumulative effect of differences between Canadian and United States GAAP is to reduce retained earnings by $592 million as at 
December 31, 1996, $455 million as at December 31, 1995 and $348 million as at December 31, 1994. 
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14. Be ONCTUIERION OF EARNINGS REPORTED IN ACCORDANCE WITH CANADIAN GAAP witH UNiTED States GAAP 
(continued ) 


(a) Postretirement benefits other than pensions 

The costs of postretirement benefits other than pensions, such as health and life insurance benefits for retirees, are generally 
charged to earnings as incurred. The Financial Accounting Standards Board (FASB) Statement No. 106, “Employers’ Accounting for 
Postretirement Benefits Other Than Pensions” requires the accrual of actuarially determined postretirement benefit costs as active 
employees earn these benefits. 

In reporting the impact of the adoption of Statement No. 106, the Corporation has assumed that in setting rates for BCE's 
regulated entities, the CRTC would take such standard, including any transitional obligation, into account. Accordingly, the accu- 
mulated transitional obligation (i.e., employees’ service prior to adopting the new method of accounting effective January 1, 1993) 
is amortized over 20 years. 


(b) Postemployment benefits 

The costs of postemployment benefits are generally recognized as the claims are incurred. Effective January 1, 1994, for the purpose 
of reporting under U.S. GAAP. BCE adopted FASB Statement No. 112 “Employers’ Accounting for Postemployment Benefits.” 
Statement No. 112 requires the accrual of the postemployment benefits at the occurrence of an event that renders an employee inactive. 


(c) Income taxes 

Under FASB Statement No. 109 “Accounting for Income Taxes” BCE adjusted its net deferred income tax liability for all temporary 
differences between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for income 
tax purposes, computed based on the rates and provisions of the enacted tax law. 


(d) Pension expense 

The difference arises from variations in methodology for calculating pension expense, curtailments and settlements under Canadian 
GAAP as opposed to under FASB Statement No. 87 “Employers’ Accounting for Pensions” and FASB Statement No. 88 “Employers' 
Accounting for Settlements and Curtailments of Defined Benefit Pension Plans and for Termination Benefits”. 


(e) Foreign exchange 

Under FASB Statement No. 52, “Foreign Currency Translation", unrealized foreign exchange translation gains and losses on long- 
term monetary assets and liabilities are reported in earnings immediately rather than deferred and amortized over the remaining lives 
of the related items. 


15. INTERESTS IN JOINT VENTURES 


Included in the December 31, 1996 consolidated financial statements are revenues of $1,311 million ($1,204 million in 1995) and 
a net loss of $73 million ($100 million in 1995), representing BCE's proportionate share of interests in joint ventures. A substantial 
portion of the amounts proportionately consolidated relate to Nortel's interest in Matra Communication S.A.S. (Matra 
Communication). Prior to 1995, the equity method was used to account for these joint ventures. 

In June 1994, Nortel and Lagardére SCA (Lagardére) signed an agreement pursuant to which each of Nortel and Lagardére 
hold, directly or indirectly, 50% of Matra Communication. Ina related agreement, Lagardére may, under specific circumstances, 
require Nortel to purchase all or part of its equity participation in Matra Communication at a formula price, currently estimated at 
approximately 1.8 billion French francs (approximately US $335 million) for all its equity participation, with consideration consist- 
ing of a long-term interest-bearing note. 
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BOARD OF DIRECTORS 


PR se 


L.R. WILSON 


Montreal, Quebec 

Chairman and CEO, BCE Inc. 

A director from May 1985 to September 1989 and 
since November 1990. A member of the Pension 
Fund Policy Committee. Chairman of Bell Canada 
and a director of Northern Telecom Limited, BCE 
Mobile Communications Inc. and Teleglobe Inc. 


RoNALD W. Ossorne, F.C.A. 


Westmount, Quebec 

President, BCE Inc. 

A director since May 1996. A member of the 
Pension Fund Policy Committee. A director of 
Bell Canada, Northern Telecom Limited, BCE 
Mobile Communications Inc., Teleglobe Inc., 
Bell Cablemedia plc and Bruncor Inc. 


RALPH M. BARForD 


Toronto, Ontario 

President, Valleydene Corporation Limited 
A director since April 1987. Chairman of the 
Management Resources and Nominating 
Committee. A director of Bell Canada and 
Northern Telecom Limited. 


WarREN CHIPPINDALE, F.C.A. 


Mont- Tremblant, Quebec 

Company director 

A director since May 1986. Chairman of the 
Audit Committee. A director of Bell Canada 
and BCE Mobile Communications Inc. 


RICHARD J. CuRRIE 


Toronto, Ontario 

President and a director 

George Weston Limited 

A director since May 1995. Member of the 
Management Resources and Nominating 
Committee. 


JEANNINE GUILLEVIN Woop 


Montreal, Quebec 

Chairman of the Board 

Guillevin International Inc. 

A director since May 1989. Member of the 
Audit Committee. A director of Bell Canada. 


GERALD J. MAIER 


Calgary, Alberta 

Chairman of the Board 

TransCanada PipeLines Limited 

A director since January 1987. A member 

of the Management Resources and Nominating 
Committee. 


JoHN H. McARTHUR 


Wayland, Massachusetts 

Dean Emeritus, Harvard University Graduate 
School of Business Administration 

A director since May 1995. Member of the 
Audit Committee. 


J. Epowarp Newa_t, O.C. 


Calgary, Alberta 

Vice-Chairman and Chief Executive Officer 
NOVA Corporation Ltd. 

A director since May 1989. A member of the 
Management Resources and Nominating 
Committee. 


Guy SAINT-PIERRE, O.C. 


Montreal, Quebec 

Chairman of the Board 

SNC-Lavalin Group Inc. 

A director since May 1995. A member of the 
Audit Committee. 


Louise B. VAILLANCOURT, C.M. 


Outremont, Quebec 

Company director 

A director since January 1975. Chairman of the 
Pension Fund Policy Committee. 


Victor L. Youne, 0.C. 

St. John's, Newfoundland 

Chairman and Chief Executive Officer 
Fishery Products International Limited 

A director since May 1995. A member of the 
Pension Fund Policy Committee. 


| MEMBERS OF COMMITTEES OF THE BOARD 
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Aupit 


W. Chippindale 


Chairman 


J. Guillevin Wood 


J.H. McArthur 
G. Saint-Pierre 


MANAGEMENT PENSION FUND 
RESOURCES AND PoLicy 
NoMINATING 

R.M. Barford L.B. Vaillancourt 
Chairman Chairman 

RJ. Currie R.W. Osborne 
GJ. Maier L.R. Wilson 

J.E. Newall V.L. Young 


| COMMITTEES OF THE BOARD 


BCE has established permanent committees of the Board of Directors 
to permit continuing review in the areas of auditing, management 
resources and nominating, and pension fund policy. 

The Audit Committee reviews, reports and, where appro- 
priate, provides recommendations to the Board on: the annual and 
interim consolidated financial statements and the integrity of the 
financial reporting of the Corporation; the adequacy of the Corp- 
oration’s processes for identifying and managing risk; the adequacy 
of its internal control system, the adequacy of its processes for com- 
plying with laws and regulations; the appropriateness of, and com- 
pliance with, the policies and practices of the Corporation relating 
to business ethics; the appointment, terms of engagement and pro- 
posed fees of the shareholders’ auditor; the appointment and man- 
date of the internal auditor; the relationship between related 
entities’ audit committees and that of the Corporation, and the rela- 
tionship between the Audit Committee, other Board committees and 
management. BCE's Audit Committee consists entirely of outside 
and unrelated directors, i.e., directors who are not officers of BCE or 
its subsidiaries. The Audit Committee met five times during 1996. 

The Management Resources and Nominating Committee 
(MRNC) reviews, reports and, where appropriate, provides recom- 
mendations to the Board on: candidates for election to the Board; 
the appointment of the CEO, directors’ remuneration in relation to 


CORPORATE OFFICERS 


ee 


current compensation practices; existing management resources and 
succession plans for officers and other ranks; the performance of the 
CEO and other officers; the Corporation's executive compensation 
policy; any proposed changes in organization, or to the Corpora- 
tion's pension and benefit plans; and matters of corporate gover- 
nance. The MRNC also establishes management performance criteria 
and undertakes annual surveys of all directors to allow each director 
to assess the effectiveness of the Board as well as to appraise his or 
her own participation on the Board. It reports to the Board annually 
on the Board's assessment of its effectiveness. It also ensures an ori- 
entation and education program for new Board members. All mem- 
bers of the committee are outside and unrelated directors. The 
MRNC met six times during 1996. 

The Pension Fund Policy Committee (PFPC) advises the 
Board on policy with respect to the administration, funding and 
investment of the Corporation's pension plan and the unitized pooled 
fund sponsored by the Corporation for the collective investment of 
the Corporation's pension fund and participating subsidiaries’ pen- 
sion funds (the “Master Fund”). The PFPC also generally oversees 
the administration and investment of the Corporation's pension 
plan and Master Fund. All members of the PFPC, except L.R. Wilson 
and R.W. Osborne, are outside and unrelated directors. The PFPC 
met three times in 1996. 
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Secretary 
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Vice-President and 
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Davip A. LAzZARATO 


Vice-President and 
Comptroller 


FRANCINE OSBORNE 


Vice-President, 
Communications 


PeTeR M. SHARPE 


Vice-President, 
Corporate Services 
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PRICE RANGE OF COMMON SHARES 


1996 1995 
High Low Close High Low Close 
Toronto Stock Exchange (S$) 68.95 47 65.30 47% 41% 47% 
NYSE Consolidated tape (SUS) 50% 34% 47%, 65 29 34% 


In 1996, the TSE moved from fractional price measurement to decimal format. 


AVERAGE DAILY TRADING VOLUMES 


1996 1995 
(000) 

Toronto 636 599 
Montreal 123 137 
New York Consolidated tape 170 174 
DIVIDENDS ON COMMON SHARES* 
Record Date Payment Date 
March 14, 1997 April 15, 1997 
June 13, 1997 July 15, 1997 


September 15, 1997 
December 15, 1997 


* Subject to approval by the Board of Directors 


October 15, 1997 
January 15, 1998 


DIVIDENDS PAID 


Quarterly dividends of $0.68 per common share were paid in 1996 
and 1995. 


CC ea LES 2 68 
2.72 
ee a eee 2.72 


$4.00 $1.50 $2.00 $2.50 $3.00 


The current quarterly dividend rate is $0.68 per common share. 


AVOID POSTAL DELAYS AND TRIPS TO THE BANK 
Join BCE's bank deposit program for your dividends. 
For further information, contact Montreal Trust: 

1 800 561-0934 (toll free in Canada and the US.) 
982-7555 in the Montreal area 


INCREASE YOUR INVESTMENT IN BCE COMMON SHARES WITHOUT 
BROKERAGE COSTS 

Join BCE's Dividend Reinvestment and Stock Purchase Plan. 

For further information, contact Montreal Trust: 

1 800 561-0934 (toll free in Canada and the US.) 

982-7555 in the Montreal area 


HELP BCE CONTROL COSTS AND ELIMINATE DUPLICATE MAILINGS 
Multiple shareholder accounts are costly. You can consolidate your 
accounts by calling Montreal Trust: 

1 800 561-0934 (toll free in Canada and the U.S.) 

982-7555 in the Montreal area 


ESTATE AND SUCCESSION DUTIES 
There are no estate taxes or succession duties imposed by Canada 
or by any province of Canada. 


CANADIAN WITHHOLDING TAXES ON FOREIGN INVESTORS 
Dividends on BCE shares paid or credited to non-residents of 
Canada are subject to withholding tax at 25%, unless reduced by 
treaty. Under current tax treaties, U.S. and U.K. residents’ with- 
holding tax rate is 15%. 

If you have questions concerning withholding taxes, 

please contact BCE Investor Relations: 

1 800 339-6353 (toll free in Canada and the US.) 

397-7114 in the Montreal area 

Fax: (514) 397-7321 


’ NUMBER OF SHARES AND SHAREHOLDERS 


At December 31, 1996, there were 317,965,362 BCE common 
shares outstanding and 205,606 registered common shareholders, 
and 32,001,300 preferred shares outstanding, and 801 registered 
preferred shareholders. 


FOREIGN OWNERSHIP OF BCE SHARES 

In order to maintain the eligibility of its Canadian common carrier 
subsidiaries under the Telecommunications Act, BCE has certain 
powers to limit foreign ownership to no more than one-third of all 
of its outstanding voting shares. At December 31, 1996, foreign 
ownership of BCE common shares was some 16%. 


TRANSFER OFFICES AND REGISTRAR FOR SHARES 

Canada, Montreal Trust Company: 

1 800 561-0934 (toll free in Canada and the U.S.) 

982-7555 in the Montreal area 

New York, Bank of Montreal Trust Company: (212) 701-7650 
London, The R-M Trust Company: (44) 181 478 1888 


STOCK EXCHANGE LISTINGS 
Montreal, Toronto, Vancouver, New York, London and the Swiss 
Exchange. 


CORPORATE DOCUMENTS 

Corporate documents are available by mail from BCE Inc., 

1000, rue de La Gauchetiére Ouest, Bureau 3700, Montréal 
(Québec) H3B 4Y7, or by telephone at 1 800 339-6353 (toll free 

in Canada and the U. S.). Documents available are annual and quar- 
terly reports, news releases, stock quote data, annual information 
forms, notices of meetings and management proxy circulars, 
quarterly management's discussion and analysis, and quarterly 
supplemental information for analysts. Most of these documents 
can also be found on our web site: www.bce.ca 
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CORPORATE DIRECTORY 


To oa—eae 


BCE INc. 

1000, rue de La Gauchetiére O. 
Bureau 3700 

Montréal (Québec) 

H3B 4Y7 

Web site: www.bce.ca 


CORPORATE 
COMMUNICATIONS 
tel: (514) 397-7056 
fax: (514) 397-7157 


INVESTOR RELATIONS 
tel: (514) 397-7114 or 

1 800 339-6353 

fax: (514) 397-7321 


SHAREHOLDER ACCOUNT 
AND DIVIDEND INQUIRIES 
Montreal Trust Company 

P.O. Box 1100, Station B 
Montréal (Québec) 

H3B 3K9 

tel: (514) 982-7555 or 

1 800 561-0934 

fax: (514) 982-7635 


CANADIAN 
TELECOMMUNICATIONS 


BELL CANADA 
CORPORATE 
COMMUNICATIONS 
1800, avenue McGill College 
Bureau 901 

Montréal (Québec) 

H3A 3J6 

tel: (514) 870-0649 

fax: (514) 842-9163 

Web site: www.bell.ca 


BRUNCOR INC. 

One Brunswick Square 
Saint John, New Brunswick 
E2L 414 

tel: 1 800 561-9030 

fax: (506) 694-2028 

Web site: www.bruncor.com 


THE ISLAND TELEPHONE 
COMPANY LIMITED 
CORPORATE - 
COMMUNICATIONS 
P.O. Box 820 
Charlottetown, P.E.I. 
C1A 7M1 
tel: (902) 566-0170 
fax: (902) 429-8755 
Web site: 
www.pei.sympatico.ca/island_tel 
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MARITIME TELEGRAPH 
AND TELEPHONE 
COMPANY, LIMITED 
CORPORATE 
COMMUNICATIONS 
1505 Barrington Street 
Halifax, Nova Scotia 

B3J 2W3 

tel: (902) 487-6236 

fax: (902) 453-5221 
Web site: www.mtt.ca 


NEWTEL ENTERPRISES 
LIMITED 

PUBLIC RELATIONS 

Fort William Building 

10 Factory Lane 

St. John’s, Newfoundland 
A1C 6H5 

tel: (709) 739-2837 

fax: (709) 739-2845 

Web site: www.ntc.nf.ca 


NORTHERN TELEPHONE 
LIMITED 

PUBLIC RELATIONS 

25 Paget Street 

New Liskeard, Ontario 

POJ 1P0 

tel: 1 800 360-8555 

fax: (705) 647-3592 

Web site: www.nt.net 


NORTHWESTEL INC. 
PuBLIC AFFAIRS 

301 Lambert Street 

Whitehorse, Yukon 

Y1A 4Y4 

tel: (403) 668-5439 

fax: (403) 668-7079 

Web site: www.yukonweb.wis.net/ 
business/nwtel 


TELEBEC LTEE. 
COMMUNICATIONS 
7151, rue Jean-Talon E. 
Bureau 310 

Anjou (Québec) 

H1M 3N8 

tel: (514) 493-5335 

fax: (514) 493-5389 

Web site: www.telebec.qc.ca 


BCE MOBILE 
COMMUNICATIONS INC. 
8501, route Transcanadienne 
Saint-Laurent (Québec) 

H4S 1Z1 


CORPORATE 
COMMUNICATIONS 
tel: (514) 822-3091 
fax: (514) 953-8898 


INVESTOR RELATIONS 
tel: (514) 956-4800 
fax: (514) 333-4616 


EXPRESSVU INC. 

1290 Central Parkway West 
Suite 1008 

Mississauga, Ontario 

L5C 4R3 

tel: 1 800 339-6908 

Fax: (905) 272-5514 

Web site: www.expressvu.com 


MEDIALINX 
INTERACTIVE 
COMMUNICATIONS 

20 Richmond Street East 
Suite 600 

Toronto, Ontario 

M5C 3B5 

tel: (416) 350-1503 

fax: (416) 350-1516 

Web site: www.sympatico.ca 


TELEGLOBE INC. 
EXTERNAL 
COMMUNICATIONS 

1000, rue de La Gauchetiére O. 
Montréal (Québec) 

H3B 4X5 

tel: (514) 868-7272 

fax: (514) 868-8402 

Web site: www.teleglobe.ca 
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TELESAT CANADA 
1601 Telesat Court 
Ottawa, Ontario 

K1B 5P4. 

tel: (613) 748-0123 

fax: (613) 748-8712 
Web site: www.telesat.ca 


TMI COMMUNICATIONS 
1601 Telesat Court 

Ottawa, Ontario 

K1B 5P4 

tel: (613) 742-0000 

fax: (613) 742-4100 

Web site: www.msat.tmi.ca 


BELL CANADA 
INTERNATIONAL 


BELL CANADA 
INTERNATIONAL INC. 
CORPORATE AFFAIRS 

1000, rue de La Gauchetiére O. 
Bureau 1100 

Montréal (Québec) 

H3B 4Y8 

tel: (514) 392-2384 — 

fax: (514) 392-2490 

Web site: www.bce.ca 


COMUNICACION CELULAR 
S.A. (COMCEL) 

PuBLic AFFAIRS 

Calle 90, No. 14/37 

Santafé de Bogota (D.C.) 
Colombia 

tel: (57) 1-616-9797 

fax: (57) 1-616-9975 

Web site: www.comcel.com.co 


JONES INTERCABLE, INC. 
CORPORATE 
COMMUNICATIONS 

9697 East Mineral Avenue 
Englewood, Colorado 80112 
U.S.A. 

tel: (303) 792-3111 

fax: (303) 799-1644 

Web site: www.jic.com 


DIRECTORIES 


TELE-DIRECT 
(PUBLICATIONS) INC. 
COMMUNICATIONS 

1600, boul. René-Lévesque 0. 
Montréal (Québec) 

H3H 1P9 

tel: (514) 934-2786 

fax: (514) 934-2905 

Web site: www.teledirect.com 


NORTHERN TELECOM 
(NorTEL) 


NORTHERN TELECOM 
LIMITED 
COMMUNICATIONS 
8200 Dixie Road 

Suite 100 

Brampton, Ontario 

L6T 5P6 

tel: (905) 863-6251 

fax: (905) 863-8505 

Web site: www.nortel.com 


OTHER 


BIMCOR INC. 
181 Bay Street 
Suite 4700 

Toronto, Ontario 
M5J 2T3 

tel: (416) 861-2000 
fax: (416) 865-1686 


1000, rue de La Gauchetiere O. 
Bureau 1300 

Montréal (Québec) 

H3B 5A7 

tel: (514) 394-4750 

fax: (514) 394-1939 


BCE CAPITAL INC. 

1000, rue de La Gauchetiere O. 
Bureau 3400 

Montréal (Québec) 

H3B 4Y7 

tel: (514) 397-7171 

fax: (514) 397-7392 

Web site: www.bcecapital.com 


SHAREHOLDER INFORMATION 
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PRICE RANGE OF COMMON SHARES 


1996 1995 
High Low Close High Low Close 
Toronto Stock Exchange ($) 68.95 47 65.30 47% A1Y% 47% 
NYSE Consolidated tape (SUS) 50% 34% 47% 35 29 34Y, 


In 1996, the TSE moved from fractional price measurement to decimal format. 


AVERAGE DAILY TRADING VOLUMES 


1996 1995 
(000) 

Toronto 636 599 
Montreal 123 137 
New York Consolidated tape 170 174 
DIVIDENDS ON COMMON SHARES * 
Record Date Payment Date 
March 14, 1997 April 15, 1997 
June 13, 1997 July 15, 1997 


September 15, 1997 
December 15, 1997 


* Subject to approval by the Board of Directors 


October 15, 1997 
January 15, 1998 


DIVIDENDS PAID 


Quarterly dividends of $0.68 per common share were paid in 1996 
and 1995. 


$3.00 


The current quarterly dividend rate is $0.68 per common share. 


AVOID POSTAL DELAYS AND TRIPS TO THE BANK 
Join BCE's bank deposit program for your dividends. 
For further information, contact Montreal Trust: 

1 800 561-0934 (toll free in Canada and the U.S.) 
982-7555 in the Montreal area 


INCREASE YOUR INVESTMENT IN BCE COMMON SHARES WITHOUT 
BROKERAGE COSTS 

Join BCE's Dividend Reinvestment and Stock Purchase Plan. 

For further information, contact Montreal Trust: 

1 800 561-0934 (toll free in Canada and the U.S.) 

982-7555 in the Montreal area 


HELP BCE CONTROL COSTS AND ELIMINATE DUPLICATE MAILINGS 
Multiple shareholder accounts are costly. You can consolidate your 
accounts by calling Montreal Trust: 

1 800 561-0934 (toll free in Canada and the US.) 

982-7555 in the Montreal area 


ESTATE AND SUCCESSION DUTIES 
There are no estate taxes or succession duties imposed by Canada 
or by any province of Canada. 


CANADIAN WITHHOLDING TAXES ON FOREIGN INVESTORS 
Dividends on BCE shares paid or credited to non-residents of 
Canada are subject to withholding tax at 25%, unless reduced by 
treaty. Under current tax treaties, U.S. and U.K. residents’ with- 
holding tax rate is 15%. 

If you have questions concerning withholding taxes, 

please contact BCE Investor Relations: 

1 800 339-6353 (toll free in Canada and the US.) 

397-7114 in the Montreal area 

Fax: (514) 397-7321 


NUMBER OF SHARES AND SHAREHOLDERS 


At December 31, 1996, there were 317,965,362 BCE common 
shares outstanding and 205,606 registered common shareholders, 
and 32,001,300 preferred shares outstanding, and 801 registered 
preferred shareholders. 


FOREIGN OWNERSHIP OF BCE SHARES 

In order to maintain the eligibility of its Canadian common carrier 
subsidiaries under the Telecommunications Act, BCE has certain 
powers to limit foreign ownership to no more than one-third of all 
of its outstanding voting shares. At December 31, 1996, foreign 
ownership of BCE common shares was some 16%. 


TRANSFER OFFICES AND REGISTRAR FOR SHARES 

Canada, Montreal Trust Company: 

1 800 561-0934 (toll free in Canada and the US.) 

982-7555 in the Montreal area 

New York, Bank of Montreal Trust Company: (212) 701-7650 
London, The R-M Trust Company: (44) 181 478 1888 


STOCK EXCHANGE LISTINGS 
Montreal, Toronto, Vancouver, New York, London and the Swiss 
Exchange. 


CORPORATE DOCUMENTS 

Corporate documents are available by mail from BCE Inc., 

1000, rue de La Gauchetiére Ouest, Bureau 3700, Montréal 
(Québec) H3B 4Y7, or by telephone at 1 800 339-6353 (toll free 

in Canada and the U. S.). Documents available are annual and quar- 
terly reports, news releases, stock quote data, annual information 
forms, notices of meetings and management proxy circulars, 
quarterly management's discussion and analysis, and quarterly 
supplemental information for analysts. Most of these documents 
can also be found on our web site: www.bce.ca 
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CORPORATE DIRECTORY 


a fe er err re 


BCE INc. 

1000, rue de La Gauchetiére 0. 
Bureau 3700 

Montréal (Québec) 

H3B 4Y7 

Web site: www.bce.ca 


CORPORATE 
COMMUNICATIONS 
tel: (514) 397-7056 
fax: (514) 397-7157 


INVESTOR RELATIONS 
tel: (514) 397-7114 or 

1 800 339-6353 

fax: (514) 397-7321 


SHAREHOLDER ACCOUNT 
AND DIVIDEND INQUIRIES 
Montreal Trust Company 

P.O. Box 1100, Station B 
Montréal (Québec) 

H3B 3kK9 

tel: (514) 982-7555 or 

1 800 561-0934 

fax: (514) 982-7635 


CANADIAN 
TELECOMMUNICATIONS 


BELL CANADA 
CORPORATE 
COMMUNICATIONS 
1800, avenue McGill College 
Bureau 901 

Montréal (Québec) 

H3A 3J6 

tel: (514) 870-0649 

fax: (514) 842-9163 

Web site: www.bell.ca 


BRUNCOR INC. 

One Brunswick Square 
Saint John, New Brunswick 
E2L 44 

tel: 1 800 561-9030 

fax: (506) 694-2028 

Web site: www.bruncor.com 


THE ISLAND TELEPHONE 
COMPANY LIMITED 
CORPORATE 
COMMUNICATIONS 
P.O. Box 820 
Charlottetown, P.E.I. 
C1A 7M1 

tel: (902) 566-0170 
fax: (902) 429-8755 
Web site: 
www.pei.sympatico.ca/island_tel 
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MARITIME TELEGRAPH 
AND TELEPHONE 
COMPANY, LIMITED 
CORPORATE 
COMMUNICATIONS 
1505 Barrington Street 
Halifax, Nova Scotia 

B3J 2W3 

tel: (902) 487-6236 

fax: (902) 453-5221 
Web site: www.mtt.ca 


NEWTEL ENTERPRISES 
LIMITED 

PUBLIC RELATIONS 

Fort William Building 

10 Factory Lane 

St. John’s, Newfoundland 
A1C 6H5 

tel: (709) 739-2837 

fax: (709) 739-2845 

Web site: www.ntc.nf.ca 


NORTHERN TELEPHONE 
LIMITED 

PUBLIC RELATIONS 

25 Paget Street 

New Liskeard, Ontario 

POJ 1P0 

tel: 1 800 360-8555 

fax: (705) 647-3592 

Web site: www.nt.net 


NORTHWESTEL INC. 
PuBLIC AFFAIRS 

301 Lambert Street 

Whitehorse, Yukon 

Y1A 4Y4 

tel: (403) 668-5439 

fax: (403) 668-7079 

Web site: www.yukonweb.wis.net/ 
business/nwtel 


TELEBEC LTEE. 
COMMUNICATIONS 
7151, rue Jean-Talon E. 
Bureau 310 

Anjou (Québec) 

H1M 3N8 

tel: (514) 493-5335 

fax: (514) 493-5389 

Web site: www.telebec.qc.ca 


BCE MOBILE 
COMMUNICATIONS INC. 
8501, route Transcanadienne 
Saint-Laurent (Québec) 

H4S 1Z1 


CORPORATE 
COMMUNICATIONS 
tel: (514) 822-3091 
fax: (514) 953-8898 


INVESTOR RELATIONS 
tel: (514) 956-4800 
fax: (514) 333-4616 


EXPRESSVU INC. 

1290 Central Parkway West 
Suite 1008 

Mississauga, Ontario 

L5C 4R3 

tel: 1 800 339-6908 

Fax: (905) 272-5514 

Web site: www.expressvu.com 


MEDIALINX 
INTERACTIVE 
COMMUNICATIONS 

20 Richmond Street East 
Suite 600 

Toronto, Ontario 

M5C 3B5 

tel: (416) 350-1503 

fax: (416) 350-1516 

Web site: www.sympatico.ca 


TELEGLOBE INC. 
EXTERNAL 
COMMUNICATIONS 

1000, rue de La Gauchetiére O. 
Montréal (Québec) 

H3B 4X5 

tel: (514) 868-7272 

fax: (514) 868-8402 

Web site: www.teleglobe.ca 
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TELESAT CANADA 
1601 Telesat Court 
Ottawa, Ontario 

K1B 5P4 

tel: (613) 748-0123 

fax: (613) 748-8712 
Web site: www.telesat.ca 


TMI COMMUNICATIONS 
1601 Telesat Court 

Ottawa, Ontario 

K1B 5P4 

tel: (613) 742-0000 

fax: (613) 742-4100 

Web site: www.msat.tmi.ca 


BELL CANADA 
INTERNATIONAL 


BELL CANADA 
INTERNATIONAL INC. 
CORPORATE AFFAIRS 

1000, rue de La Gauchetiére O. 
Bureau 1100 

Montréal (Québec) 

H3B 4Y8 

tel: (514) 392-2384 

fax: (514) 392-2490 

Web site: www.bce.ca 


COMUNICACION CELULAR 
S.A. (COMCEL) 

PuBLic AFFAIRS 

Calle 90, No. 14/37 

Santafé de Bogota (D.C.) 
Colombia 

tel: (57) 1-616-9797 

fax: (57) 1-616-9975 

Web site: www.comcel.com.co 


JONES INTERCABLE, INC. 
CORPORATE 
COMMUNICATIONS 

9697 East Mineral Avenue 
Englewood, Colorado 80112 
U.S.A. 

tel: (303) 792-3111 

fax: (303) 799-1644 

Web site: www.jic.com 


DIRECTORIES 


TELE-DIRECT 
(PUBLICATIONS) INC. 
COMMUNICATIONS 

1600, boul. René-Lévesque 0. 
Montréal (Québec) 

H3H 1P9 

tel: (514) 934-2786 

fax: (514) 934-2905 

Web site: www.teledirect.com 


NORTHERN TELECOM 
(NorTEL) 


NORTHERN TELECOM 
LIMITED 
COMMUNICATIONS 
8200 Dixie Road 

Suite 100 

Brampton, Ontario 

L6T 5P6 

tel: (905) 863-6251 

fax: (905) 863-8505 

Web site: www.nortel.com 


OTHER 


BIMCOR INC. 
181 Bay Street 
Suite 4700 

Toronto, Ontario 
M5J 2T3 

tel: (416) 861-2000 
fax: (416) 865-1686 


1000, rue de La Gauchetiére O. 
Bureau 1300 

Montréal (Québec) 

H3B 5A7 

tel: (514) 394-4750 

fax: (514) 394-1939 


BCE CAPITAL INC. 

1000, rue de La Gauchetiére O. 
Bureau 3400 

Montréal (Québec) 

H3B 4Y7 

tel: (514) 397-7171 

fax: (514) 397-7392 

Web site: www.bcecapital.com 
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ADSL 
(Asymmetric Digital Subscriber 


Line). A new technology which ° 


increases the transmission 
capacity of a conventional tele- 
phone wire. ADSL will enable 
access to the information high- 
way at speeds roughly 50 to 100 
times those of a regular modem. 


ANALOG PLATFORM 

The system based on analog 
transmission. An analog trans- 
mission is an electrical signal 
that varies continuously in am- 
plitude or frequency with the 
information being transmitted, 
such as voice, data or video. 


BANDWIDTH 

A measure used to define the 
volume of information being 
sent over a telecommunications 
network and at what specific 
speed. 


BROADBAND 

Those communications which 
require high levels of transmis- 
sion capacity in order to func- 
tion. For example, video or 
multimedia services involve the 
transmission of a much larger 
amount of data than a regular 
telephone call. 


BUNDLING 

Given the impact of converging 
technologies, bundling is the 
marketing strategy of offering 

a variety of different telecom and 
broadcast services to customers, 
such as telephone, Internet and 
cable television access, together 
under one umbrella service. 


| TRADEMARKS 


CANOE 

(Canadian Online Explorer). 
CANOE is a multimedia service 
which creates, manages and hosts 
web sites on the World Wide 
Web for a variety of customers 
and develops interactive infor- 
mation and entertainment prod- 
ucts for delivery over computer 
and other electronic networks. 


CD-ROM 

(Compact Disc - Read Only 
Memory). A device, identical 

in appearance to a musical com- 
pact disc, with a large memory 
capacity and typically encoded 
with vast amounts of multimedia 
data, including video and 
animation. 


CRTC 

(The Canadian Radio-television 
and Telecommunications Com- 
mission). The CRTC is the 
federal regulatory agency which 
oversees the operations of 
Canadian broadcast and tele- 
communications companies, 
ultimately responsible for apply- 
ing policy, setting guidelines 
and granting operating licences 
in Canada. 


DIGITAL PLATFORM 

The system based on digital 
transmission. Digital signals are 
discontinuous electrical signals 
transmitted in a series of on and 
off pulses, and in which the 
signals can be regenerated. This 
type of transmission is consid- 
ered superior to analog because 
it is sharper, clearer, quieter 
and more secure. 


DTH 

(Direct-to-Home Television 
Services). An alternative to cable 
television, DTH uses satellite 
technology to beam television 
signals directly into viewers’ 
homes. DTH features digital 
picture and sound quality and 

is capable of providing more 
than 100 television channels. 


INFORMATION HIGHWAY 
The term for a vast, global 
computer network consisting 

of many smaller interconnected 
networks, which has the capa- 
city to transmit and exchange 
high-speed, interactive, broad- 
band services such as data, voice 
and video communications. 


MODEM 

A device connected to a com- 
puter which enables data to 
be converted from its original 
digital form to an analog form 
for transmission over conven- 
tional analog telephone lines. 


MULTIMEDIA 

A form of communications 
which features any combination 
of text, data, voice, video and 
audio used simultaneously. 
Multimedia enables connected 
users to send, share, retrieve or 
create information of any kind. 


PCS 

(Personal communications ser- 
vices). A new generation 

of wireless telephone services 
intended mainly for densely 
populated urban centres. PCS 
handheld phones are similar 

to cellular phones except they 
are typically smaller, cheaper, 
have longer lasting batteries, but 
possess a shorter roaming range. 


STENTOR 

An alliance of the leading 
Canadian telecommunications 
companies, including Bell 
Canada, Stentor was formed 
to deliver cutting-edge local, 
national and international 
services to Canadian customers. 
The Stentor Alliance maintains 
the longest, fully digital, fibre 
optic network in the world. 


U.S. TELECOM ACT 1996 
An act passed in the summer 
of 1996 by the United States 
government related to the 
deregulation of the American 
telecommunications industry. 


1.9 GHZ 

A measure of radio bandwidth 
which determines the speed 
and volume of the information 
carried. 


Sympatico is a trademark of MediaLinx Interactive, Limited Partnership. Vista 350 is a trademark of Northern Telecom. Yellow Pages is a trademark of 
Tele-Direct (Publications) Inc. Expressvu is a trademark of Expressvu Inc. CANOE is a trademark of BCE Media Investments and Sun Media. 


BCE is a trademark of BCE Inc. 
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| 1997 ANNUAL MEETING i 


The annual and special 

meeting of BCE shareholders 

will take place at 10:30 a.m., 

Wednesday, April 30, 1997 at the 
- Palais des Congrés de Montréal, 

201, avenue Viger Ouest, 

Montréal (Québec). 
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| VISIT BCE aT ITs WEB SITE! www.bce.ca 


BCE Corporate Communications 
1000, rue de La Gauchetiére Quest 
Bureau 3700 — 

Montréal (Québec) 
H3B 4Y7 


Tel.: (514) 397-7056 
Fax: (514) 397-7157. 
Internet: beecomms@bce.ca 


& 


Out of concern for the environment, 
BCE's annual report is printed with 
vegetable-based ink and is completely 
recyclable. The glue used in the 
binding is recoverable. 


Graphic Design: 
THE CORPORATE HOUSE 
Montréal (Québec) 


Cette publication est disponible en frangais. 
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Dear Shareholder: 


You are invited to attend the annual meeting 
of the shareholders of BCE Inc. which will be held at the 
London Convention Centre, in London, Ontario, on Tuesday, 
May 7, 1996, at 10:30 a.m. You will find an admission ticket 
attached to your proxy form. 


The items of business to be acted upon are set forth 
in the notice of meeting and management proxy circular. 
Your participation in the affairs of the Corporation is most 
important, regardless of the number of shares you hold. If 
you are unable to attend in person, please date, sign and 
promptly return the enclosed proxy form in the envelope 
provided for this purpose. If you intend to be present at 
the meeting, you may nevertheless find it convenient to 
express your views in advance by completing and returning 
your proxy. 

Following the custom of past meetings, we will 
review with you the business and affairs of the Corporation 
and our expectations for the future. You will also have an 


opportunity to meet your directors and the executives 
of the Corporation. 


Sincerely yours, 


& 


lp feo 


L.R. Wilson 
Chairman, President and 
Chief Executive Officer 


February 28, 1996 


The annual meeting of the shareholders of BCE Inc. will 
be held at the London Convention Centre, 300 York Street, 
London, Ontario, on Tuesday, May 7, 1996, at 10:30 a.m. 
(local time) for the following purposes: 


® to receive the consolidated financial statements for 
the year ended December 31, 1995 and the auditors’ 
report on the financial statements; 


@ to elect directors for the ensuing year; 


) to appoint auditors to hold office until the close of 
the next annual meeting; and 


® to transact such other business as may properly be 
brought before the meeting. 


Shareholders registered at the close of business on March 
18, 1996 will be entitled to receive notice of the meeting. 


By order of the Board of Directors, 


JJ. Fridman 
Senior Vice-President, Law and 
Corporate Secretary 


Montreal, February 28, 1996 


otice-of 1996 Annual Meeting 


Proxies to be used at the meeting must be received prior 
to 4:45 p.m. (Montreal time) on Friday, May 3, 1996, 

by our transfer agent, Montreal Trust Company, by mail at 
Box 580, Station B, Montreal (Quebec), Canada H3B 3K3, or 
by delivery to 1800, avenue McGill College, 6" Floor, 
Montreal (Quebec), or by other agents appointed by the 
Corporation for such purpose. Shareholders residing in the 
United States should mail their proxies to our transfer agent 
at Box 127, Rouses Point, N.Y. 12979-9930, U.S.A. and those 
residing outside Canada and the United States at Box 127, 
Rouses Point, N.Y. 12979-9929, U.S.A. 


gement Proxy Circular 


dated February 20, 1996 


This management proxy circular (the “Circular”) is 
furnished in connection with the solicitation by the 
management of BCE Inc. (“BCE” or the “Corporation”) 
of proxies to be used at the annual meeting of the share- 
holders of the Corporation to be held in London, Ontario, on 
May 7, 1996, and at any adjournment thereof. Solicitation of 
proxies will be primarily by mail, supplemented by 
telephone or other contact, by employees or agents of the 
Corporation at a nominal cost, and all costs thereof will be 
borne by the Corporation. The Corporation has retained the 
services of Corporate Investor Communications, Inc. for the 
solicitation of proxies by telephone in the United States. 


PROVISIONS RELATING TO VOTING 

As of the date of this Circular, 314,761,633 common shares 
of the Corporation are entitled to be voted at the annual 
meeting. 


Each share entitles the registered holder thereof to 
one vote on each ballot taken at any general meeting of the 
shareholders of the Corporation; such votes may be given 
in person or by proxy. 


Only owners of shares registered on the books of the 
Corporation at the close of business on March 18, 1996, or 
their duly appointed proxies, will be entitled to attend or to 
register a vote at the annual meeting, unless shares are 
transferred after that date and the transferee establishes that 
he owns the shares and demands by the close of business 
on April 29, 1996 that his name be included in the list of 
shareholders entitled to vote. 


Shares may be voted for or be withheld from voting 
on the election of directors and the appointment of 
auditors. On other matters, the shareholder may vote for or 
against the proposal. 


On October 25, 1994, Canadian ownership and 
control regulations (the “Regulations”) were adopted under 
the Telecommunications Act (the “Act”).To maintain the 
eligibility under the Act of Bell Canada and other BCE 
subsidiaries to act as Canadian common carriers, the level of 
non-Canadian ownership of BCE’s voting shares cannot 
exceed 33% per cent and BCE may not be otherwise 
controlled by non-Canadians.The Regulations give BCE, as 
the holding corporation for Canadian common carriers such 
as Bell Canada, certain powers to monitor and control the 
level of non-Canadian ownership of its voting shares. Such 
powers include the right to refuse to register a transfer of 
voting shares to a non-Canadian, to force a non-Canadian to 
sell his voting shares and to suspend the voting rights 
attached to that person’s shares, if that person’s holding 


would jeopardize BCE’s status as a “Canadian” under the 
Regulations. To the best of BCE’s knowledge, the level of 
non-Canadian ownership of BCE’s common shares was 
approximately 13.81 per cent as at February 20, 1996. BCE 
monitors the level of non-Canadian ownership of its 
common shares and periodically reports thereon. 


PROVISIONS RELATING TO PROXIES 


All shares represented by properly executed proxies 
received by our transfer agent prior to 4:45 p.m. (Montreal 
time) on Friday, May 3, 1996 will be voted for or withheld 
from voting, in accordance with the wishes of the 
shareholder as specified thereon, on any ballot that may be 
called at the meeting. 


The form of proxy enclosed herewith, when properly 
signed, confers discretionary authority on the person or 
persons named as proxy with respect to all amendments or 
variations to matters identified in the notice of meeting and 
to any other matter which may properly come before the 
meeting. 


A proxy must be in writing and must be executed by 
the shareholder or by the shareholder’s attorney authorized 
in writing. A shareholder who has given a proxy may revoke 
it by depositing an instrument in writing executed by the 
shareholder or by the shareholder’s attorney authorized in 
writing with the Vice-President and Treasurer of the 
Corporation at 1000, rue de La Gauchetiere Ouest, Suite 
3700, Montreal (Quebec), Canada H3B 4Y7, at any time up to 
and including the last business day preceding the day of the 
meeting, or any adjournment thereof, or by depositing it 
with the chairman of the meeting on the day of the meeting, 
or any adjournment thereof. A shareholder may also revoke 
a proxy in any other manner permitted by law. 


The Corporation may appoint agents in cities other 
than Montreal for the purpose of facilitating the delivery of 
proxies; if such agents are appointed, the Vice-President and 
Treasurer will supply their names and addresses on request. 


BUSINESS TO BE TRANSACTED 
AT THE MEETING 
(See Notice of 1996 Annual Meeting, page 2) 


Presentation of financial statements 

The consolidated financial statements for the year ended 
December 31, 1995, and the report of the shareholders’ 
auditors thereon will be placed before the meeting. The 
consolidated financial statements are included in the BCE 
1995 Annual Report which is being mailed to shareholders 
with this Notice of Meeting and Circular. 


Election of directors 
(See item 1 on proxy form) 


The Honourable D.J. Johnston is not standing for re-election 
this year due to his forthcoming appointment as Secretary 
General of the Organization for Economic Cooperation and 
Development in Paris, France, effective June 1, 1996. 


Twelve directors are to be elected to hold office until 
the next annual meeting of the shareholders. 


The persons nominated in the Circular are, in the 
opinion of management, well qualified to direct the 
Corporation’s activities for the ensuing year. 


All nominees have formally established their eligibility 
and willingness to serve as directors. 


It is the intention of the persons whose names are 
printed in the enclosed proxy form to vote such proxy for 
the election of the nominees listed herein unless specifically 
instructed on the proxy form to withhold such vote. 


If, prior to the annual meeting, any of the listed 
nominees should become unavailable to serve, the persons 
designated in the proxy form will have the right to use their 
discretion in voting for a properly qualified substitute. 


Appointment of auditors 
(See item 2 on proxy form) 


A firm of auditors is to be appointed by vote of the 
shareholders at the annual meeting to serve as auditors of 
the Corporation until the close of the next annual meeting. 
The Board of Directors, on the advice of the Audit Commit- 
tee, recommends that Deloitte & Touche be reappointed as 
the shareholders’ auditors. 


Other business 

The Chairman will report on recent events of significance to 
the Corporation and on other matters of interest to 

the shareholders and will invite questions and comments 
from the floor. 


NOMINEES FOR ELECTION AS DIRECTORS AND THEIR BENEFICIAL SECURITIES OWNERSHIP 


Abbreviations 


Nortel = Northern Telecom Limited, BCE Mobile = BCE Mobile Communications Inc. 


Ralph MacKenzie 
Barford, of Toronto, 
Ontario, is President of 
Valleydene Corporation 
Limited, a private 
investment company. He 
has served as a director 
since April 1987 and is 
Chairman of the Manage- 
ment Resources and 
Nominating Committee. He 
is also Chairman of the 
Board of GSW Inc., anda 
director of Nortel, Bank of 
Montreal, Hollinger Inc., 
Morton International, Inc. 
and The Molson Companies 
Limited. 


BCE common 
40,000 


Nortel common 
25,000 


Warren Chippindale, 
EC.A., of Mont-Tremblant, 
Quebec, is a consultant. He 
has served as a director 
since May 1986 and is 
Chairman of the Audit 
Committee. He is also a 
director of Bell Canada, BCE 
Mobile, Alcan Aluminium 
Limited, The Bullock Funds 
and The Molson Companies 
Limited. 


BCE common 
1,088 


BCE Mobile common 
700 


Richard James Currie, 

of Toronto, Ontario, is 
President and a director 

of Loblaw Companies 
Limited, Canada’s largest 
retail/wholesale food 
distributor. He has served as 
a director since May 1995 
and is a member of the 
Management Resources and 
Nominating Committee. 

Mr. Currie is also a director 
of George Weston Limited 
and Imperial Oil Limited. 


BCE common 
1,000 


NOMINEES FOR ELECTION AS DIRECTORS AND THEIR BENEFICIAL SECURITIES OWNERSHIP 


Abbreviation 


Nortel = Northern Telecom Limited 


Jeannine Guillevin Wood, 
of Montreal, Quebec, is 
Chairman of the Board of 
Guillevin International Inc., 
a distributor of electrical 
products. She has served as 
a director since May 1989 
and is a member of the 
Audit Committee. She is 
also a director of Laurentian 
Bank of Canada, Royal 
Insurance Company of 
Canada and Sun Life 
Assurance Company of 
Canada. 


BCE common 


594 


BCE first preferred - Series P 
3,200 


Nortel common 
200 


Gerald James Maier, of 
Calgary, Alberta, is Chairman 
of the Board of TransCanada 
PipeLines Limited, a natural 
gas transportation and 
marketing company. He has 
served as a director since 
January 1987 and is a 
member of the Management 
Resources and Nominating 
Committee. He is also a 
director of The Bank of 
Nova Scotia, DuPont Canada 
Inc., TransAlta Corporation, 
Alberta Natural Gas 
Company Ltd and 
Petro-Canada. 


BCE common 
795 


John Hector McArthur, of 
Wayland, Massachusetts, is a 
member of the Faculty, 
Harvard University 
Graduate School of Business 
Administration. He has 
served as a director since 
May 1995 and is a member 
of the Audit Committee. 

He is also a director of 

The Chase Manhattan 
Corporation, Rohm and 
Haas Company, Inc., Spring 
Industries, Inc., Cabot 
Corporation and Glaxo- 
Wellcome plc. 


BCE common 
726 


NOMINEES FOR ELECTION AS DIRECTORS AND THEIR BENEFICIAL SECURITIES OWNERSHIP 


Abbreviations 


Nortel = Northern Telecom Limited, BCE Mobile = BCE Mobile Communications Inc. 


James Edward Newall, 
O.C., of Calgary, Alberta, 

is Vice-Chairman and Chief 
Executive Officer of NOVA 
Corporation Ltd.,a natural 
gas services and 
petrochemicals company. 
He has served as a director 
since May 1989 and is a 
member of the Management 
Resources and Nominating 
Committee. He is also 
Chairman of the Board of 
Methanex Inc. and a 
director of Alcan Aluminium 
Limited, The Molson 
Companies Limited and 
Royal Bank of Canada. 


BCE common 
1,304 


Ronald Walter Osborne, 
of Montreal, Quebec, is 
Executive Vice-President 
and Chief Financial Officer 
of the Corporation. Mr. 
Osborne has held this 
position since January 1995 
when he joined the 
Corporation. From 1986 
until the end of 1994, he 
was President and Chief 
Executive Officer of 
Maclean Hunter Limited. 
He is a new nominee for 
election as a director. 

Mr. Osborne is also a 
director of Bell Canada, 
BCE Mobile, Bell 
Cablemedia plc, 

Bruncor Inc., Sun Life 
Assurance Company of 
Canada and Noranda Inc. 


BCE common 
1,890 


Guy Saint-Pierre, O.C., 
of Montreal, Quebec, is 
President and Chief 
Executive Officer of 
SNC-Lavalin Group Inc., an 
engineering-construction 
company. He has served as a 
director since May 1995 
and is a member of the 
Pension Fund Policy 
Committee. He is also a 
director of General Motors 
of Canada Limited, Alcan 
Aluminium Limited and 
Royal Bank of Canada. 


BCE common 
PAA 


Nortel common 
550 


NOMINEES FOR ELECTION AS DIRECTORS AND THEIR BENEFICIAL SECURITIES OWNERSHIP 


Abbreviations 
Nortel = Northern Telecom Limited, BCE Mobile = BCE Mobile Communications Inc., 
NewTel = NewlTel Enterprises Limited 


Louise Brais Vaillancourt, 
C.M., of Outremont, 
Quebec, is a company 
director. She is also active in 
the areas of higher 
education and health 
research as well as in non- 
profit organizations. She has 
served as a director since 
January 1975 and is 
Chairman of the Pension 
Fund Policy Committee. She 
is also a director of National 
Bank of Canada, Air Canada 
and AXA Insurance. 


BCE common 
759 


Nortel common 
400 


Lynton Ronald Wilson, of 
Montreal, Quebec, is 
Chairman, President and 
Chief Executive Officer 

of the Corporation. He has 
served as a director from 
May 1985 to September 
1989 and continuously 
since November 1990, and 
is a member of the Pension 
Fund Policy Committee. 

He is also a director of Bell 
Canada, Nortel, BCE Mobile, 
Teleglobe Inc., Chrysler 
Corporation, Stelco Inc. 

and Tate & Lyle PLC. 


BCE common 
37,483 


Nortel common 
4,853 


NewTel common 
500 


Victor Leyland Young, of 
St. John’s, Newfoundland, 

is Chairman and Chief 
Executive Officer of Fishery 
Products International 
Limited, a Newfoundland- 
based international seafood 
harvesting, processing and 
marketing company. He has 
served as a director since 
May 1995 and is a member 
of the Pension Fund Policy 
Committee. He is also a 
director of Royal Bank of 
Canada and McCain Foods 
Limited. 


BCE common 
55) 


DIRECTORS’ AND OFFICERS’ REMUNERATION 
Report on executive compensation 


COMPENSATION PHILOSOPHY 

The objectives of the executive compensation policy are to 
assist in attracting and retaining executives, and in 
motivating them to achieve individual and group 
performance objectives consistent with creating shareholder 
value and advancing BCE’s corporate success. 


The compensation philosophy of BCE is to offer total 
cash compensation based on a comparator group of major 
Canadian corporations. A substantial portion of the total 
cash compensation is contingent upon corporate 
performance. In addition, there are long-term incentive 
programs designed to motivate the attainment of longer- 
term objectives, to align executive and shareholder interests 
and to ensure reasonable opportunities for capital 
accumulation. 


The Management Resources and Nominating 
Committee (the “MRNC”) of the Board of Directors under- 
takes periodic reviews of BCE’s executive compensation 
policy to ensure its continued effectiveness in meeting the 
above objectives. 


COMPOSITION OF THE COMPENSATION COMMITTEE 

The MRNC is responsible for the administration of BCE’s 
executive compensation policy. The MRNC reports and 
makes recommendations on executive compensation 
matters to the Board of Directors. 


The members of the MRNC are Ralph M. Barford, 
Richard J. Currie, Gerald J. Maier and J. Edward Newall. The 
Chairman is Mr. Barford. C. William Daniel and C. Richard 
Sharpe were members of the MRNC until they ceased to be 
directors on May 3, 1995.They were replaced by Messrs. 
Currie and Maier.The MRNC met five times during 1995. As 
a corporate practice, Mr. Wilson attends all MRNC meetings 
except when matters pertaining to him are discussed. 

Mr. Wilson does not vote at MRNC meetings. 


TOTAL CASH COMPENSATION: SALARY AND SHORT-TERM INCENTIVE 
Total cash compensation, which comprises salary plus 
annual short-term incentive awards at target levels, is 
compared to a group of 21 widely-held Canadian 
corporations which have annual revenues in excess of 

$1 billion. Such total cash compensation levels are set to 
reflect both the marketplace (to ensure competitiveness) 
and the responsibility of each position (to ensure internal 
equity). The total cash compensation policy is positioned at 
the 75th percentile, ze. 25 per cent of the companies pay 
more and 75 per cent of the companies pay less. 


Salary: 

Positions of officers, like all others in the Corporation, are 
formally evaluated using a widely accepted job-scope 
evaluation system, which produces a specific number of 
evaluation points. The positions’ salaries are determined on 
the basis of these evaluation points within the comparator 
group, and then tested against another widely accepted 
approach, ze. that of direct market comparison with similar 
positions also within the same comparator group.The results 
of these two approaches have generally been within five per 
cent of one another. 


Executives are paid a base salary at the median of the 
comparator group while providing total cash compensation 
at the 75th percentile. Mr. Wilson’s salary of $871,200 for 
1995 has been set within the framework of a 1995 salary 
mid-point of $929,000, which represents the market median. 


Annual short-term incentive awards: 
Annual short-term incentive awards are based upon two 
factors: 


(1) corporate performance — this is assessed on the basis 
of strategic business objectives and quantifiable 
financial targets both set at the beginning of the year 
as the Corporate Mandate by the Board of Directors. 
Strategic business objectives might include, for 
example, a specific corporate objective with respect 
to a particular subsidiary, the development of new 
businesses, the reinforcement of communications with 
stakeholders or the strengthening of the management 
team. Quantifiable financial targets might include, for 
example, earnings per share or contribution to 
earnings from core businesses. Although none of 
these objectives has a specific weight, primary 
consideration is generally given to the quantifiable 
financial targets; and 


(2) individual contribution — this is evaluated on the 
basis of criteria which affect corporate performance, 
including succession planning and management 
development. 


On the basis of the above factors, the MRNC determines the 
size of the annual short-term incentive award as a 
percentage of salary mid-point. The MRNC, as part of the 
executive Compensation policy, has established target awards 
ranging in 1995 trom 25 per cent of the salary mid-point for 
the lowest eligible officer position to 50 per cent for the 
Chairman, President and Chief Executive Officer. 


Executive officers’ short-term incentive awards are 
more dependent on the corporate performance factor than 
on the personal contribution factor.The size of the 
corporate factor tends to decrease the lower the rank of the 
officer, while the personal factor increases. Actual awards 
may vary between zero and twice the target awards 
depending on achievement of the above factors. They are 
paid at the beginning of a year with respect to performance 
in the previous year. 


When the principal function of an executive officer of 
the Corporation is as an officer of a subsidiary, the subsidiary 
determines the compensation elements. BCE’s MRNC may, in 
addition, recommend a short-term incentive award or a 
restricted share award (see page 11) based upon the 
contribution of the executive officer to the BCE group. 


Given their receipt of restricted shares (see page 11), 
no short-term incentive awards were granted to named 
executive officers for the year 1995. 


Special awards: 

In addition to annual short-term incentive awards, special 
awards may be exceptionally granted to recognize specific 
individual contributions. Special awards are included under 
“Bonus” in the Summary compensation table. No special 
awards have been granted to the named executive officers 
in respect of 1995. 
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A MESSAGE OF REVENUE CANADA, TAXATION 


If you receive income from securities, a trust or mutual fund 

(in the form of dividends, interest, redemption premiums, etc.), 
the Income Tax Act requires that you give your Social Insurance 
Number to the person (the issuing company, trustee, or agent) 
who prepares information slips on your behalf. 


Providing your Social Insurance Number will improve the fairness 
of the tax system because it ensures that investment income is 
declared at tax time so everyone pays his fair share. Your cooperation 
helps us process forms more quickly, and provide better and more 
timely service. 


The issuer, trustee or agent is required by law to ask for your 
Social Insurance Number. If you do not give your Social Insurance 
Number to authorized individuals when requested, you are liable 


for a penalty of $100 for each failure. 


If you do not have a Social Insurance Number, please contact your 
local Canada Employment Centre. As soon as you receive your 
Social Insurance Number card in the mail, inform the issuer, 
trustee or agent. In addition, be sure to name the security you 
hold, and give your full name and address as registered. 


For further information, please call or visit your local district 
taxation office. 


LONG-TERM COMPENSATION 


Stock Options: 

Options to purchase common shares of the Corporation may 
be granted to officers and other key employees of the 
Corporation as well as to key employees of certain BCE 
subsidiaries. Stock option awards vary according to salary 
level and do not take outstanding options into account. 
Target grant levels depend on the position of the incumbent. 
For example, the target grant at the CEO level in 1995 is 150 
per cent of the salary mid-point, at the Executive Vice- 
President level, 75 per cent and so on, decreasing to 60 per 
cent at the lowest eligible officer level. Grant levels are then 
based on the average closing price of the Corporation’s 
common shares on The Toronto Stock Exchange and the 
Montreal Exchange the day prior to the effective date of the 
grant of the options (“Market Value”).The MRNC may, at its 
discretion, grant options in any given year up to a maximum 
of two times target. 


Options must be exercised within ten years of the 
grant. The right to exercise an award of options in its 
entirety gradually accrues over a period of four years unless 
otherwise determined by the MRNC at the time of grant. The 
exercise price payable for each common share covered by 
an option is the Market Value. Simultaneously with the 
granting of an option, rights to a Special Compensation 
Payment (“SCP”) may be granted.The SCP is a cash payment 
representing the excess of the average closing price of the 
shares on The Toronto Stock Exchange and the Montreal 
Exchange on the date of exercise over their Market Value. 
The SCPs are provided for the purpose of paying taxes upon 
the exercise of an option. When SCPs are attached to 
options, the SCPs are triggered when the options are 
exercised. 


Restricted Shares: 

To increase alignment of executive and shareholder 
interests, BCE has developed a restricted share program 
pursuant to which BCE common shares purchased in the 
open market may be awarded, after remittance of applicable 
withholding taxes, to certain officers in lieu of a short-term 
incentive award.These shares granted with respect to 1995 
are put in escrow and cannot be sold until the earlier of 
January 31, 1999, retirement, cessation of employment, or 
death of the officer. 


The MRNC determines the size of the restricted share 
awards as a percentage of salary mid-point upon the same 
factors and weighing as those described under “Annual 
short-term incentive awards”. Target awards are also the 
same as those for short-term incentive awards. 


After remittance of withholding taxes of $245,906 to 
federal and provincial authorities, Mr. Wilson has received 
4,393 restricted BCE common shares based on a pre-tax 
amount of $464,500, or 100% of his target award. In the case 
of Mr. Wilson, 100% of the award is based on corporate 
performance.The Corporate Mandate specified goals with 
respect to certain subsidiaries. Revenue and earnings growth 
by some subsidiaries and successful accomplishment of 
transition plan milestones of Bell Canada determined an 
award at the target level for 1995. 


CERTAIN NAMED EXECUTIVE OFFICERS 

Two named executive officers, TJ. Bourke and D.H. Burney, 
are also officers of two of BCE’s subsidiaries, namely Tele- 
Direct (Publications) Inc. (“Tele-Direct”) and Bell Canada 
International Inc. (“BCI”), respectively. Their compensation is 
independently determined by the Board of Directors of 
these two subsidiaries. Mr. Bourke’s compensation elements, 
and their determination are essentially similar to those of a 
BCE senior vice-president, while in the case of Mr. Burney, 
they are essentially similar to those of a BCE executive vice- 
president. Both Tele-Direct and BCI have their own short- 
term incentive plans which tie their short-term incentive 
payouts to their respective specific corporate objectives set 
out at the beginning of the year, in addition to recognizing 
individual contribution. They also have their own restricted 
share program. 


Report presented by: 
R.M. Barford, Chairman 
R.J. Currie 

G.J. Maier 

J.E. Newall 


Shareholder return performance graph 

The graph below compares the yearly percentage change in 
the cumulative total shareholder return on the Corporation’s 
common shares against the cumulative total shareholder 
return of the TSE 300 Composite Index for the five-year 
period commencing December 31, 1990, and ending 
December 31, 1995*. 
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Assumes that the initial value of the investment in the 
Corporation’s common shares and in the TSE 300 Composite Index 
was $100 on December 31, 1990, and that all subsequent dividends 
were reinvested. All prices for the Corporation’s common shares 
were taken from The Toronto Stock Exchange’s records. 
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Executive compensation table 

The following table sets forth the annual and long-term 
compensation for the financial years ended December 31, 
1995, 1994 and 1993 for the chief executive officer and the 
four other most highly compensated executive officers of 
the Corporation for 1995.Those listed in the table are 


hereinafter referred to as the “named executive officers”. 
Information on the compensation of the executive officers 


of the Corporation’s two major subsidiaries, Bell Canada and 
Northern Telecom Limited (“Nortel”), can be found, 
respectively, in the Annual Information Form of Bell Canada 


and in the Proxy Circular and Proxy Statement of Nortel. 


Summary compensation table 


Annual compensation 


Long-term compensation* 


Awards 
Securities Restricted Shares 
Other annual under Options/ or Restricted All other 
Name and principal position Year Salary Bonus compensation SARs granted Share Units compensation 
($) ($) ($) (#) ($) ($) 
(LD) (2) (3) (¥) (5) (6) 
L.R. Wilson NOSE 871,200 @) - 30,347 4,393 207,883 
Chairman, President and Shares based 
Chief Executive Officer on $464,500 
pre-tax : 
1994 802,000 6,320 162,629 27,990 - 218,811 
Shares based 
on $590,000 
pre-tax / 
1993 738,500 0) - 24,850 - 22Ne/ 9M 
D.H. Burney 1995 350,000 0 - 6,142 2,063 7,896 
Executive Vice-President, Shares based 
International (Chairman, on $220,000 
President and Chief pre-tax 
Executive Officer, Bell < ¥ A 
Canada International Inc.) 1994 350,000 225,000 5,665 10,933 
ISS 316,346 113,800 - 10,000 - Toe 
R.W. Osborne 1995 330,220 0) - 10,000 1,284 57,048 
Executive Vice-President and Shares based 
Chief Financial Officer on $135,800 
pre-tax 
1994 - - - - = 
1993 = = = = - ~ 
T.J. Bourke LOS: 232,600 0) 7,667 4,052 901 22,433 
Group Vice-President, Shares based 
Directories (President on $97,225 
and Chief Executive pre-tax 
Oe 1994 | 230,000 75,000 - 3,738 : 30,576 
(Publications) Inc.) : : 
1993 218,000 93,000 - 3,948 - 27,460 
JJ. Fridman 1995 237,000 0) ONS 3,618 693 47,095 
Senior Vice-President, Shares based 
Law and Corporate on $73,300 
Secretary eee —— 
1994 237,000 168,100 = 5,004 - 40,795 
1993 237,000 70,000 IBY OA 3,528 - 41,995 


a 


*No Long-Term Incentive Plan (“LTIP”) payouts were provided. The relevant column was therefore omitted. 


dd) 


(2) 


(3) 


(4) 


(5) 


(6) 


Mr. Osborne joined the Corporation on January 21, 1995. 


The following named executive officers received all or part of their executive compensation from subsidiaries of BCE as follows: 
Mr. Burney from BCI (formerly BCE Telecom International Inc.) and Mr. Bourke from Tele-Direct. 


Includes awards made under the BCE short-term incentive program in respect of each of the financial years. In the case of Mr. Burney, 
the 1994 award includes $195,000 granted by BCI. In the case of Mr. Bourke, the 1994 and 1993 awards include $51,850 and $68,000, 
respectively, granted by Tele-Direct. 


At Mr. Wilson’s request, the after-tax amount of his short-term incentive award for 1994 was applied to the purchase of BCE common 
shares in the open market. Accordingly, the Corporation withheld and remitted federal and provincial taxes and the balance was used 
to purchase for Mr. Wilson 6,320 BCE common shares. 


This column includes special awards granted by BCE in respect of 1994 and 1993. 


“Other annual compensation” consists, in the case of Messrs. Wilson, Bourke and Fridman, of Special Compensation Payments (“SCPs”) 
upon exercise of stock options. 


BCE executive officers participate in a supplementary health plan for BCE officers only. This plan is considered a perquisite. 


Perquisites and other personal benefits for named executive officers are not included since they did not exceed minimum threshold 
disclosure levels in 1995, 1994 and 1993. 


Options granted under the Long-Term Incentive (Stock Option) Program (1985) (the “Plan”) of the Corporation. 


Options granted to D.H. Burney in 1993 and to R.W. Osborne in 1995 were pursuant to the terms of their respective offers of 
employment from BCE. 


SCPs were attached to all options granted in 1995, 1994 and 1993 to the named executive officers under the Plan. These SCPs are 
cash payments equal to the gain upon exercise of an option and are provided for the purpose of paying taxes upon exercise of an 
option. Freestanding Stock Appreciation Rights (“SARs”) cannot be granted under the Plan. 


Awards of restricted BCE common shares purchased in the open market.The dollar amount represents the market price of the 
restricted shares before remittance of withholding taxes.The restricted shares, which are vested and placed in escrow, cannot be sold 
until the earlier of January 31, 1999, death, retirement, or termination of employment of the officers. Dividends on the restricted 
shares are paid to the officers. In the case of Mr. Burney, the 1995 award was granted entirely by BCI. In the case of Mr. Bourke, the 
1995 award includes $87,225 granted by Tele-Direct. 


“All other compensation” includes directors’ fees paid by BCE subsidiaries; company contributions under the BCE Employees’ Savings 
Plan (1970) which is described below; in the case of Messrs. Wilson, Burney, Osborne and Fridman, a health program allowance paid 
by BCE and certain subsidiaries; in the case of Mr. Wilson, payment for life insurance premiums in 1994 and 1993; and for Mr. Burney, 
an expense allowance paid in 1993 under the Corporation’s relocation policy. 


Under the BCE Employees’ Savings Plan (1970), BCE employees, including executive officers, are eligible to make a basic contribution 
towards the purchase of BCE common shares of up to six per cent of their basic wages matched by a BCE contribution of $1 for 
every $3 contributed by the employee. 


The health program allowance mentioned above is equal to 1.5% of salary and is paid by BCE and certain subsidiaries to all 
management employees residing in the Province of Quebec. 


Stock options 

The following table sets forth individual grants of stock 
options under the Long-Term Incentive (Stock Option) 
Program (1985) (the “Plan”) of the Corporation during the 
financial year ended December 31, 1995 to each of the 
named executive officers. 


Option / SAR grants during the most recently completed financial year 


% of Total 
options / SARS Market value of 
Securities under granted to securities underlying 
options / SARS employees in Exercise or options / SARs on | Expiration 
Name granted financial year base price the date of grant date 
(#) ($ / Security) ($ / Security) | 
(1) (2) (2) (2) | 
L.R. Wilson 30,347 16.6% $43.0625 $43.0625 Feb. 21, 2005 
D.H. Burney 6,142 | 3.4% $43.0625 $43.0625 Feb. 21, 2005 
R.W. Osborne 10,000 5.5% $42.6250 $42.6250 FED? 1, 2005 
TJ. Bourke 4,052 2.2% $43.0625 $43.0625 Feba212005 
JJ. Fridman 3,618 2.0% $43.0625 $43.0625 Feb. 21, 2005 
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(1) Each option granted under the Plan covers one common share of the Corporation. A Special Compensation Payment (“SCP”) was 
attached to each option granted to the named executive officers under the Plan. The Plan is described in the Report on executive 


compensation. 


(2) As freestanding SARs have not been granted, the numbers relate solely to stock options. 


The following table sets forth details of all exercises of stock 
options by each of the named executive officers under the 
Plan during the financial year ended December 31, 1995, and 
the financial year-end value of unexercised options on an 
aggregated basis: 


Ageregated option / SAR exercises during the most recently completed financial year and financial year-end option / SAR values 


Value of unexercised 

Securities Aggregate Unexercised options / SARS “in-the-money” options / SARs 

acquired | value at December 31, 1995 at December 31, 1995 
Name on exercise realized ($) 

(#) ($) (#) 3) (2) (3) 
(1) Exercisable / Unexercisable Exercisable / Unexercisable 

L.R. Wilson - - 38,677 70,184 $54,073 $191,795 
D.H. Burney | - = 6,416 15,391 $2557 $53,447 
R.W. Osborne “ = = 10,000 - $46,875 
T.J. Bourke LOI $7,667 21,026 10,552 $111,639 $26,869 
JJ. Fridman | 2,388 $17,015 20,926 9,423 $115,181 $23,997 


(1) Aggregate value realized is calculated using the average of the closing prices for a board lot of common shares of the Corporation 
on The Toronto Stock Exchange and the Montreal Exchange on the date of exercise, less the exercise price. Excludes an equivalent 
value received as a Special Compensation Payment which is disclosed in the Summary compensation table under “Other annual 
compensation”. 


(2) Value of unexercised “in-the money”* options calculated using the average of the closing prices for a board lot of common shares of 
the Corporation on The Toronto Stock Exchange and the Montreal Exchange on December 29, 1995, less the exercise price of “in-the- 
money” options. 


“Note: “In-the-money” options are options that can be exercised at a profit, ze. the market value of the shares is higher than the price 
at which they may be bought from the corporation. 


(3) _ As freestanding SARs have not been granted, the numbers relate solely to stock options. 


Pension arrangements 

Named executive officers participate in the non- 
contributory defined benefit pension plan of the 
Corporation or similar plans of its subsidiaries (the “Pension 
Plan”). In addition, executive officers enter into 
supplementary executive retirement agreements (“SERPs”). 
The following table shows estimated annual pension 
benefits payable upon retirement on December 31, 1995, at 
age 65, to officers in specified average earnings and service 
classifications. In no case may an officer receive under the 
basic Pension Plan and the SERP an annual aggregate 
pension benefit from BCE and its affiliated companies in 
excess of 70 per cent of average pensionable earnings. 


Pension plan table 


Pensionable Credited years of service 
CAININES | a pie : 
| | RE) 50 

$ 100,000 $27,900 $40,700 $53,400 $ 67,300 
300,000 93,300 136,100 178,800 | 210,000 
500,000 158,700 231,500 304,200, 350,000 
700,000 224,100 326,900 429,600 490,000 
900,000 289,500 422,300 = 555,000 630,000 
1,100,000 354,900 517,700 | 680,400 | 770,000 
1,300,000 | 420,300 613,100 805,800 910,000 
1,500,000 | 485,700 708,500 | 931,200 1,050,000 
1,700,000 551,100 803,900 1,056,600 1,190,000 


Benefits shown above are not subject to any deductions for 
government benefits or other offset amounts. The benefits 
are partially indexed annually to increases in the Consumer 
Price Index but in no case can indexation exceed 4%. 


The following describes the pensions payable to the named 
executive officers under the Pension Plan, as supplemented 
by the SERPs: 


(a) Pensions are based on pensionable service and the 
average of the best consecutive thirty-six months of 
pensionable earnings. Pensionable earnings include 
salary and certain designated awards. The inclusion of 
such awards is subject to a maximum limit. 
Annualized pensionable earnings for 1995 are as fol- 
lows: L.R. Wilson $1,335,700, D.H. Burney $473,400, 
R.W. Osborne $473,400,TJ. Bourke $314,000 and 
JJ. Fridman $306,800. 


(b) 


(c) 


(d) 


(e) 


Pensions are delivered on a “single-life” basis with a 
spousal survivor benefit entitlement of approximately 
60 per cent. 


A retirement allowance equal to one year’s base salary 
is payable at time of retirement. (This amount is not 
included in computing the officer’s pensionable 
earnings.) 


BCE has undertaken to make periodic contributions 
or, at its discretion, to deposit one or more letters of 
credit or similar instruments to a trust fund for the 
funding of certain benefits, to which officers who 
have retired since 1991 were entitled under their 
SERPs. Such a trusteed arrangement is commonly 
referred to as a Retirement Compensation 
Arrangement (RCA). 


For purposes of computing their total retirement 
benefits, as of January 1, 1996, Mr. Bourke had 37.3 
years of credited years of service and Mr. Fridman, 
309 veats. 


Messrs. Wilson’s and Burney’s pension arrangements 
are independent of actual credited service years. 

Mr. Wilson, under the terms of his SERP with BCE, will 
receive a retirement income of 60 per cent of the 
average base salary if he retires at age 55, 65 per cent 
of the average pensionable earnings at age 60 and 70 
per cent of the average pensionable earnings at age 
65. Mr. Burney, under the terms of his offer of 
employment, was guaranteed a pension at age 65 
which would be no less than 35 per cent of the 
average pensionable earnings. 


Mr. Osborne, under the terms of his offer of 
employment, was guaranteed a pension, starting at age 
55, which would be no less than 2.5 per cent, per year 
of service, of the average pensionable earnings. For 
purposes of pension calculation, Mr. Osborne had 0.9 
years of service as of January 1, 1996. 


Indebtedness of directors and officers 

No director, executive officer or senior officer of the 
Corporation, or proposed nominee for election as a director 
of the Corporation, nor any associate thereof, is currently 
indebted to the Corporation or its subsidiaries, with the 
exception of Mr. Davies who was an executive officer of the 
Corporation during 1995 and whose indebtedness to 
Northern Telecom Inc. (“NTI”), a subsidiary of Northern 
Telecom Limited, is shown in the table below. As at January 
31, 1996, the aggregate indebtedness of all current and 


former directors, officers and employees of BCE and of its 
subsidiaries, to BCE and its subsidiaries, entered into for 
purposes other than the purchase of securities of BCE and 
of its subsidiaries was approximately $24,600,000. In 
addition, BCE and its subsidiaries are paying interest on 
loans arranged by their officers and employees with third 
parties for purposes other than the purchase of securities of 
BCE and of its subsidiaries, which loans amounted in the 
aggregate to approximately $900,000 as at January 31, 1996. 


Table of indebtedness of directors, executive officers and senior officers 
a te Ee a ee AS 


Largest amount Amount 
Involvement of issuer outstanding outstanding as at 
Name and principal position or subsidiary during the year 1995 February 20, 1996 
J.D.M. Davies (1) NTI as lender US $500,000 US $500,000 


Former Senior Vice-President, 
Corporate Strategy 


(1) An interest free relocation loan of US $500,000 was made in 1990 by NTI to Mr. Davies. Mr. Davies must repay the housing loan at 
the end of the second year after retirement or upon the sale of his residence, whichever is earlier. NTI has a security interest over 


Mr. Davies’ residence. 


Compensation of directors 

Each director who is not a salaried officer of BCE is entitled 
to be paid $25,000 per annum for services as a director, a 
portion of which, since May 3, 1995, may be used for 
quarterly purchases of common shares of the Corporation 
under the Shareholder Dividend Reinvestment and Stock 
Purchase Plan.That portion may vary between $5,000 and 
$20,000 per annum. Each director is also entitled to be paid 
$5,000 per annum per committee for services as a member 
of any standing committee of the Board and $4,000 per 
annum for services as chairman of any standing committee of 
the Board. In all cases, the directors who are not salaried 
officers of BCE are entitled to an attendance fee of $1,000 
per meeting. 


During the last completed financial year, some directors of 
BCE also received compensation from certain subsidiaries of 
the Corporation for services in their capacity as directors of 
such subsidiaries. Mr. Wilson was a director of Bell Canada, 
Nortel and BCE Mobile. Mr. J.V.R. Cyr, who was a director 
until May 3, 1995, was Chairman of the Board of Bell Canada 
and of TMI Communications Inc., and a director of Nortel 
and BCE Mobile. Mr. R.M. Barford was a director of Nortel. 
Mr. C.R. Sharpe, who was a director until May 3, 1995, was a 
director of Bell Canada. Mr. W. Chippindale was a director of 
Bell Canada and BCE Mobile. Such subsidiaries’ standard 
arrangements for directors’ compensation are described in 
the table below. 


Annual retainer Attendance fees 
Board of Committee Board of 
Subsidiaries Directors Committees Chairman Directors Committees 
Bell Canada (a) $16,000 $4,000 $4,000 $1,000 $1,000 
Nortel (b) US $25,000 US $2,000 US $3,000 US $1,500 US $1,000 
(US $3,000 !) 
BCE Mobile $8,000 $1,000 $2,000 $750 $750 
TMI Communications Inc. (c) $6,000 - $6,000 $600 $600 


1 Executive Committee 


(a) In addition to fees normally paid to a director of Bell Canada, Mr. Cyr received a stipend of $50,000 in 1995 from Bell Canada for his 


services as non-executive Chairman of the Board. 


(b) Up to US $20,000 of the Board retainer can be used to purchase Nortel shares. 


Additional special remuneration, at the rate of US $3,000 per diem, subject to a maximum of US $50,000 per annum, may be paid to 
any director (other than an employee or officer of Nortel) undertaking special services at the request of the Board of Directors, any 
committee of the Board of Directors or the chief executive officer, beyond those services ordinarily required of a director of Nortel. 


Each director who is not a salaried employee of, or entitled to a monthly pension or other retirement allowance under a pension plan 
or like arrangement established by Nortel or any of its subsidiaries, is entitled to annual retirement compensation from Nortel at the 
rate of 75 per cent of the greater of US $27,500 or the annual board retainer payable when such director ceases to hold office, plus 
indexed retirement compensation at the rate of 56.25 per cent of any increase in the Board retainer fee. Any such retirement 
compensation is paid quarterly during the retired director's lifetime, subject to certain survivor income benefits, for a period equal to 
the lesser of his or her tenure as a director or 10 years (40 quarters). 


Nortel maintains, at its cost, group life insurance for each individual who holds office as a director of Nortel and who neither has 
been nor is a salaried employee of Nortel or of any of its subsidiaries. Such insurance is in an amount of $100,000 while such an 
individual is a director and in an amount of $75,000 after the retirement of any such individual at or after age 65, or at any lesser age 
if such individual has then served for not less than 10 years as a director of Nortel. 


(c) In addition to fees normally paid to a director of TMI Communications Inc., Mr. Cyr receives $6,000 as annual retainer for acting as 


Chairman of the Board. 


BCE seeks to attain high standards of corporate governance. 
The Board of Directors considered the corporate 
governance guidelines recently adopted by both the Toronto 
and Montreal stock exchanges and believes that it is in 
alignment therewith. The following describes BCE’s 
corporate governance practices. 


MANDATE OF THE BOARD 


The Board of Directors has overall responsibility for the 


management or supervision of the management of the affairs 


of the Corporation. The Board has established an 
administrative procedure which prescribes the rules 
governing the approval of transactions carried out in the 
course of the Corporation’s operations, the delegation of 
authority and the signing or execution of documents on 
behalf of the Corporation. For instance, appointment of 
officers as well as investments and expenditures above a 
certain dollar threshold are subject to review and approval 
by the Board. In performing its responsibilities, the Board, a 
committee of the Board or an individual director may, as 
required, and subject to the approval of the Chairman of the 
Management Resources and Nominating Committee (the 
“MRNC”), engage an outside adviser at the expense of the 
Corporation. More specifically, the Board assumes the 
following principal responsibilities: 


G) Strategic Planning: The Board approves the BCE 
corporate strategy. Key activities of the strategy are 
incorporated into the annual management 
performance mandate, or Corporate Mandate, which is 
measured at six-month intervals. 


Gi) Succession Planning, including Appointing, Training 
and Monitoring Senior Management: As patt of its 
mandate, the Board focuses on the integrity, quality, 
and continuity of management required to attain the 
Corporation’s goals. The MRNC reviews and reports to 
the Board on succession planning and on senior 
management development and performance at six- 
month intervals. An annual performance mandate is 
set by the Board early in the year which is comprised 
of strategic business objectives and quantifiable 
financial targets. The MRNC annually reviews 
management’s performance and compensation against 
this set of objectives. 


Giii) Monitoring of Financial Performance, Financial 
Reporting and Risk Management: The Audit 
Committee reviews, reports and provides 
recommendations to the Board on financial 
performance, financial reporting and risk 


-oi-Gorporate Governance Practices 


management. See below, “Board Committees - The 
Audit Committee” for a description of the activities of 
the Audit Committee. 


(iv) Communications Policy: The Board approves 
periodically a communications plan to address 
communications with shareholders, employees, 
financial analysts, governments and regulatory 
authorities, the media and the Canadian and 
international communities. Procedures for receiving 
feedback from shareholders have also been 
developed. For instance, in addition to the annual 
meeting, lines of communications (meetings, 
conferences and quarterly conference calls) have been 
established with the financial community to explain 
BCE’s results and corporate strategy as well as to 
answer questions. BCE also has a toll free number for 
shareholder enquiries. 


COMPOSITION OF THE BOARD 

The Board is composed of twelve directors, all of whom are 
unrelated and outside directors except Mr. L.R. Wilson, who 
is the Chairman of the Board, President and CEO of BCE. The 
unrelated directors represent a wide variety of business 
sectors. The corporations to which these directors are 
related have had insignificant dealings with the BCE group 
of companies. The Board was reduced from twenty members 
to twelve in the last four years. 


The Board’s objective, with respect to the 
composition of the Board, is to have a sufficient range of 
skills, expertise and experience and a reasonable 
geographical representation in relation to shareholders. The 
directors are chosen for their ability to contribute on the 
broad range of issues the Board must deal with. Former 
CEOs of the Corporation may be invited to serve on the 
Board for a period not to exceed a total of three (3) 
successive one-year terms after retirement. The MRNC 
receives suggestions for candidates from individual Board 
members, the CEO, shareholders, as well as professional 
search organizations. 


INDEPENDENCE OF THE BOARD 


The Board does not have a chair separate from management. 
However, the Chairman of the MRNC has been designated 
by the Board as the “lead director” with the responsibility of 
ensuring that the Board can function independently of 
management. In addition, directors can add items to board 
agendas which are distributed in advance of meetings and 
agendas for committee meetings are under the responsibility 
of the chairman of such committees. Furthermore, the Board 
meets without Mr. Wilson when the performance and 
compensation of the CEO is discussed and, finally, there is a 
process (which includes a questionnaire distributed to 
directors by the Chairman of the MRNC) by which feedback 
is solicited from directors on how the Board can operate 
more effectively. 


BOARD COMMITTEES 


There are three committees of the Board, each of which is 
composed of four directors, which meet at preset times 
throughout the year. Additional meetings are held as 
required. The MRNC met five times in 1995, the Audit 
Committee seven times and the Pension Fund Policy 
Committee (the “PFPC”) three times. Committees are 
composed of and chaired by outside and unrelated directors 
except the PFPC which includes as a member Mr. L.R. 
Wilson. 


THE MANAGEMENT RESOURCES AND NOMINATING COMMITTEE 

The MRNC reviews, reports and, where appropriate, 
provides recommendations to the Board on: candidates for 
election to the Board; the appointment of the CEO; 
directors’ remuneration in relation to current compensation 
practices; existing management resources and succession 
plans for officers and other ranks; the performance of the 
CEO and other officers; the Corporation’s executive 
compensation policy; any proposed changes in organization, 
or to the Corporation’s pension and benefit plans; and 
matters of corporate governance. The MRNC also establishes 
management performance criteria and undertakes periodic 
surveys of all directors to allow each director to assess the 
effectiveness of the Board as well as to appraise his/her own 
participation on the Board. It reports to the Board 
periodically on the Board’s assessment of its effectiveness. 

It also ensures an orientation and education program for 
new recruits to the Board. 


THE AUDIT COMMITTEE 

The Audit Committee reviews, reports and, where 
appropriate, provides recommendations to the Board on: 
the annual and interim consolidated financial statements and 
the integrity of the financial reporting of the Corporation; 
the adequacy of the Corporation’s processes for identifying 
and managing risk; the adequacy of its internal control 
system; the adequacy of its processes for complying with 
laws and regulations; the appropriateness of and compliance 
with the policies and practices of the Corporation relating 
to business ethics; the appointment, terms of engagement 
and proposed fees of the shareholders’ auditor; the 
appointment and mandate of the internal auditor; the 
relationship between related entities’ audit committees and 
that of the Corporation; and the relationship between the 
Audit Committee, other Board committees and management. 


THE PENSION FUND POLICY COMMITTEE 

The PFPC advises the Board on policy with respect to the 
administration, funding and investment of the Corporation’s 
pension plan and the unitized pooled fund sponsored by the 
Corporation for the collective investment of the 
Corporation’s pension fund and participating subsidiaries’ 
pension funds (the “Master Fund”).The PFPC also generally 
oversees the administration and investment of the 
Corporation’s pension plan and Master Fund. 


DIRECTORS’ AND OFFICERS’ LIABILITY INSURANCE 
Group liability insurance in the aggregate amount of 

US $135 million (approximately Can. $186 million) is 
purchased for the protection of all the directors and officers 
of the Corporation, its subsidiaries and certain of its 
associated companies against liability incurred by such 
directors and officers. In 1995, the amount charged against 
earnings by the Corporation for its portion of the premium 
paid in respect of its directors as a group was $400,126 and 
in respect of its officers as a group was $300,095. In any 
case in which the Corporation is not permitted by law to 
reimburse the insured, the deductible is nil. Where the 
Corporation is permitted to reimburse the insured, the 
deductible is US $500,000 (approximately Can. $691,000). 


ADDITIONAL INFORMATION 


The following documents are available upon request from 
the Senior Vice-President, Law and Corporate Secretary of 
BCE, at 1000, rue de La Gauchetiére Ouest, Suite 3700, 
Montreal (Quebec) H3B 4Y7: 


(a) one copy of its latest Annual Information Form, 
together with one copy of any document, or the 
pertinent pages of any document, incorporated by 
reference therein, from the date of its filing with the 
securities Commissions or similar authorities in 
Canada; 


(b) one copy of the comparative financial statements of 
BCE for its most recently completed financial year 
together with the accompanying report of the 
auditors thereon, both contained in BCE’s 1995 Annual 
Report, and one copy of any interim financial 
statements of BCE subsequent to the financial 
statements for its most recently completed financial 
year; and 


(c) one copy of this Notice of 1996 Annual Meeting and 
Management Proxy Circular. 


I, the undersigned, Senior Vice-President, Law and Corporate 
Secretary of BCE Inc., hereby certify that the contents of this 
Circular and the sending of this Circular to each shareholder 
entitled to receive notice of the annual meeting, to each 
director, to the auditors of the Corporation and to the 
appropriate governmental agencies were approved by the 
Board of Directors of the Corporation at a meeting held 

on February 28, 1996. 


J.J. Fridman 
Senior Vice-President, Law and 
Corporate Secretary 


Montreal, February 28, 1996 


To ensure representation of your shares at the 
meeting, please complete, sign and return your proxy 
form as soon as possible. 


It is important that your shares be represented at 
the meeting and that your wishes be made known to the 
directors. This will be assured, whether or not you attend the 
meeting, if you complete and sign the enclosed proxy form, 
and return it as soon as possible in the postage-paid 
envelope provided. 


Proxies are counted and tabulated by Montreal Trust 
Company, the transfer agent of the Corporation, in such a 
manner as to preserve the confidentiality of individual 
shareholder votes, except (a) as necessary to meet 
applicable legal requirements, (b) in the event of a proxy 
contest or (c) in the event a shareholder has made a written 
comment on the proxy form. 


If you are present at the meeting and choose to vote 
in person on any ballot that may be called, your proxy will 
not be used; if you do not attend or do not wish to vote in 
person, your proxy will be voted for or withheld from 
voting in accordance with your wishes as specified thereon 
on any ballot that may be called at the meeting. 


ion Concerning Proxies 


Proxies to be used at the meeting must be sent 
to the transfer agent of the Corporation, Montreal Trust 
Company, by mail at Box 580, Station B, Montreal (Quebec), 
Canada H3B 3K3, or delivered in person at 1800, avenue 
McGill College, 6 Floor, Montreal (Quebec). 


Shareholders residing in the United States should mail 
their proxies to BCE’s transfer agent at Box 127, Rouses 
Point, N.Y. 12979-9930, U.S.A. and those residing outside 
Canada and the United States at Box 127, Rouses Point, N-Y. 
1297999 208s 


All proxies must be received by BCE’s transfer 
agent, Montreal Trust Company, prior to 4:45 p.m. 
(Montreal time) on Friday, May 3, 1996. 


Canadian mail service interruption 


If there is mail service interruption in Canada prior to 
mailing by a Canadian shareholder of a completed proxy 
to BCE, it is recommended that the shareholder deposit 
the completed proxy, in the envelope provided, at any of 
the following offices of Montreal Trust Company which 
has been appointed BCE’s agent for this purpose: 


Alberta 
Western Gas Tower 


530 - 8 Avenue, S.W. 


8 Floor 
Calgary 


1101, 10200 - 102"¢ Avenue 


Edmonton 


British Columbia 
510 Burrard Street 
294 Floor 
Vancouver 


Manitoba 

200 Portage Avenue 
Mezzanine Level 
Winnipeg 


New Brunswick 
53 King Street 
Saint John 


Newfoundland 
245 Water Street 
St. John’s 


Nova Scotia 

1465 Brenton Street 
5th Floor 

Halifax 


Ontario 
21 King Street, W. 
Hamilton 


96 Sparks Street 
Ottawa 


151 Front Street, W. 
8th Floor 
Toronto 


Prince Edward Island 
143 Grafton Street 
Charlottetown 


Quebec 

Place Montreal Trust 

1800, avenue McGill College 
6 Floor 

Montreal 


475, rue Saint-Amable 
Quebec 


Saskatchewan 
1778 Scarth Street 
Suite 204 

Regina 


In addition, the completed proxy may also be deposited at 
any Scotia Bank branch which will arrange for forwarding 
same to the nearest office of Montreal Trust Company. 


Shareholders residing outside Canada will not be affected by 
a Canadian mail service interruption if they use the 
envelope provided by BCE for the return of their proxy. 


& Out of concern for the environment, BCE’s Notice of 
1996 Annual Meeting and Management Proxy Circular 
is printed with vegetable-based ink and is completely 
recyclable. 
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